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Foreword 



Higher education institutions have proven to be one of the most enduring organizations of the 
last centuries. In recent decades, however, significant changes in their institutional 
environment have forced universities to rethink their strategies. This is particularly true for 
management higher education institutions. How do universities, and specifically business 
schools, deal with these various expectations? Are there different organizational responses in 
the American, German, or Swedish higher education systems? 

These and other important questions of higher education management research are 
examined in this doctoral thesis. Taking neo-institutionalism theory as its basis, the thesis is 
convincing both conceptually as well as empirically through its multiple case study design. 

The insights gained are most interesting. They reveal how a form of “organizational 
schizophrenia” can help institutions comply with external demands without compromising the 
pursuit of academic reputation which is essential for the inner stability of higher education 
institutions and their continued existence. 

This book is relevant both for students and researchers in higher education management as 
well as management practitioners and administrators. I can say this with conviction as Heinke 
Robken’s doctoral thesis was one of the last that I supervised as a teacher before changing to 
the president’s office of the University of Oldenburg. As such, I read it both from a theoretical 
viewpoint as well as that of a practitioner. 

With this in mind, I am all the more pleased that the author has decided to continue her 
academic career with a position as Junior-Professor for Education Management. I am sure she 
will continue to enrich the discussion on higher education management and educational 
administration in the years to come with interesting insights. 



Prof. Dr. Uwe Schneidewind 
President of the University of Oldenburg 




Acknowledgments 

There are a number of people who I would like to thank for their support. First, I must 
acknowledge the valuable support of my doctoral supervisor, Uwe Schneidewind. He has been 
invaluable as a source of feedback and good ideas. I thank my colleagues and professors of the 
dissertation committee members of the University of Dortmund for their very helpful 
comments on my work. I am grateful to the scholars of the three case study business schools, 
who agreed to take part in the research and who gave me their valuable time. Additionally, I 
thank Lars Engwall from Uppsala University who supported me in preparing for the empirical 
research in Sweden. I would also like to thank Andrew Abbott for the valuable discussions and 
the Department of the Social Sciences at the University of Chicago for using its facilities for 
writing this study. I gratefully acknowledge financial support from the Hans-Bockler- 
Foundation for its generous support throughout the course of my doctoral studies in three 
different countries. Finally, I thank Alexander Nicolai, who read much of the dissertation and 
offered helpful comments and suggestions. Last but not least, I would like to thank my parents 
and my friends for their support and encouragement. 



Heinke Rdbken 




Table of Contents 



Table of Contents IX 

List of Tables XIII 

List of Figures XIII 

List of Boxes XIII 

List of Abbreviations XV 

Part I: Introduction 1 

1 Introduction 1 

Part II: Researching Organizational Change in Business Schools 9 

2 Organizations and Institutional Environments: Neo-Institutionalism 9 

2. 1 Why Neo-Institutionalism? 9 

2.2 Origins of Neo-Institutionalism 1 1 

2.3 The “Many Faces” of the Neo-Institutionalist Approach 12 

2.3.1 Institutions And Insitutionalization 13 

2.3.2 Legitimacy 14 

2.3.3 Organizational Fields 15 

2.3.4 Isomorphism 16 

2.3.5 T echnical and Institutional Environments 18 

2.3.6 Decoupling 18 

2.3.7 Strategic Responses to Institutional Pressures 20 

2.4 Macro- versus Microinstitutional Approaches 22 

2.5 Limitations of the Neo-Institutionalist Approach 24 

3 The Historical Development of Business Schools 27 

3.1 The Development of American Business Schools 27 

3.2 The Development of German Business Schools 33 

3.3 The Development of Swedish Business Schools 43 

3.4 Conclusion 47 

4 Business Schools from a Neo-Institutional Perspective 49 

4. 1 The Institutionalization of Business Schools 52 

4.1.1 The Hidden Reasons for the Establishment of Business Schools 52 

4. 1 .2 The Adoption of Academic Symbols and Trappings 56 

4. 1 .3 Scientification and Disciplinary Closure 57 

4.1.4 External Stakeholder-Orientation 60 

4.2 Changes in the Institutional Environment of Business Schools 62 

4.2.1 Students 64 

4.2.2 Business Community 65 

4.2.3 Government 67 

4.2.4 Media 68 

4.2.5 Scientific Community 71 

4.3 Reputation and the Establishment of a Status Hierarchy 73 

4.3.1 Reputational Indicators 75 

4.3.2 The Importance of Academic Reputation 79 

4.4 Images of Business Schools 86 

4.4. 1 The External Image of the Business School 88 




X 



Table of Contents 



4.4.2 The Internal Activity Structure of the Business School 95 

4.5 Strategic Options for Business Schools 97 

5 Excursus: Isomorphism - The Case of Entrepreneurship Professorships 107 

5.1 Sample and Data Sources 109 

5.2 The Development of Entrepreneurship Professorships 1 10 

5.3 Analysis of Adoption Patterns 113 

5.4 The Development of the Field of Entrepreneurship 120 

5.5 Conclusion 121 

6 Business Schools in the Context of the National Higher Education System 123 

6. 1 Classification of Institutions of Higher Education 1 23 

6.2 Status Hierarchies among Institutions of Higher Education 128 

6.3 One-Tier vs. Two-Tier Systems 129 

6.4 Governance, Decision Making, and Evaluation 132 

6.5 Chair vs. Department Organization 135 

6.6 Faculty 136 

Part III: The Empirical Study 141 

7 Methodology and Research Design 141 

7. 1 Research Philosophy: Interpretative Approach 141 

7.2 Research Strategy: Multiple Case Study Analysis 143 

7.3 Cross-National Comparison 145 

7.4 Selection of Countries and Cases 147 

7.5 Data Collection 149 

7.6 Data Analysis 151 

8 Organizational Responses to Institutional Pressures 153 

8. 1 The Case of an American Top Tier Business School 153 

8.1.1 Background 153 

8.1.2 The Development of Professorships 154 

8.1.3 Institutional Pressures from the Business School Environment 159 

8.1.4 Organizational Responses to Institutional Pressures 165 

8.2 The Case of a German Top Tier Business School 176 

8.2.1 Background 176 

8.2.2 The Development of Professorships 177 

8.2.3 Institutional Pressures from the Business School Environment 179 

8.2.4 Organizational Responses 184 

8.3 The Case of a Swedish Business School 193 

8.3.1 Background 193 

8.3.2 The Development of Professorships 194 

8.3.3 Institutional Pressures from the Business School Environment 196 

8.3.4 Organizational Responses 200 

9 Comparing and Learning from the Three Case Study Business Schools 209 

9. 1 External Pressures 209 

9.2 Organizational Responses 2 1 1 

10 Implications 219 

10. 1 Implications for the Management of Business Schools 219 

10.1.1 On the Myth of Leading American Business Schools 219 




Table of Contents 



XI 



10.1.2 The Importance of Academic Reputation 222 

10.1.3 Management Tools 223 

10.2 Implications for Science Policy 225 

10.3 Theoretical Implications 227 

10.3.1 Internationalization as Source of Deinstitutionalization 227 

1 0.3 .2 Different Forms of Decoupling 228 

Part IV: Conclusion 231 

11 Conclusion 231 

Bibliography 235 

Appendix 265 




List of Tables 



Table 1: Combination of Technical and Institutional Environments 18 

Table 2: Strategic Responses to Institutional Pressures 21 

Table 3: MBA Degrees Granted by U.S. Higher Education Institutions 3 1 

Table 4: Milestones in the Evolution of German Handelshochschulen 39 

Table 5: Development of Student Numbers and Professorships 40 

Table 6: Five Epochs in Swedish Business Administration 47 

Table 7: The Changing Institutional Environment of Business Schools 62 

Table 8: Specialization of German Higher Management Education 66 

Table 9: Age and Business School Reputation 81 

Table 10: Functions and Dysfunctions of Loose Coupling 103 

Table 11: Classification of Institutions of Higher Education in the U.S. A 124 

Table 12: Classification of Institutions of Higher Education in Germany 125 

Table 13: Sources of Income of German Higher Education Institutions (In Million DM) 126 

Table 14: Classification of Institutions of Higher Education in Sweden 127 

Table 15: Overview of University Degrees in Selected Case Countries 131 

Table 16: Overview of Selected Higher Education Systems 138 

Table 17: Number of Interviews Conducted in Case Study Business Schools 150 

Table 18: Increase in Student Tuition for Selected M.B.A. Programs 159 

Table 19: Partnerships Among Business Schools 161 

Table 20: Faculty Profile for Executive Education in Management & Leadership 173 

Table 21: Pattern of “Homosocial Reproduction” 186 

Table 22: Current Changes in the Institutional Environment 209 

Table 23: Organizational Responses of Selected Case Study Business Schools 215 

List of Figures 

Figure 1 : Growth in M.B.A. Degrees Awarded in the United States 32 

Figure 2: Business School Stakeholder 73 

Figure 3: Reputation as Surrogate to Assess Business School Operations 75 

Figure 4: Endowment of Leading Business Schools in 2003 79 

Figure 5: Reputational Indicators 83 

Figure 6: Sources of Legitimacy 87 

Figure 7: Business School “Value Chain” 92 

Figure 8: The Research Framework 106 

Figure 9: Development of Entrepreneurship Professorships 113 

Figure 10: Collecting and Analyzing the Qualitative Data 152 

Figure 11: Sources of Income of ABS 154 

Figure 12: Categorization of Top Management Journal Titles based on Impact Factor 155 

Figure 13: The Development of Professorships at ABS 156 

Figure 14: Development of Endowed Chairs at ABS 158 

Figure 15: Development of Executive Education at ABS 160 

Figure 16: The Development of Professorships in Business Administration at GBS 177 

Figure 17: Development of Academic Staff at SBS 193 

Figure 18: Sources of Income of SBS (in %) 194 

Figure 19: Development of Professorships in Business Administration at SBS 195 

Figure 20: Creation of Professorships at the Three Case Study Business Schools 214 




XIV 



List of Tables, Figures and Boxes 



List of Boxes 

Box 1 : Institutionalization and the Autokinetic Effect 23 

Box 2: Song at the Opening Ceremony of Cologne’s Business School 35 

Box 3: Schmalenbach on his German Colleagues 44 

Box 4: Reservation against Business Schools in Academia 53 

Box 5: Rise of Managerial Capitalism in Germany 55 

Box 6: Business Schools in England — Not Taken for Granted 60 

Box 7: Business School Rankings: Being Good versus Looking Good 69 

Box 8: Price as Reputational Indicator 76 

Box 9: Talk-Show Star Oprah Winfrey Appointed to Faculty at Northwestern 78 

Box 10 : Practitioners as Teachers: Same Skills, Different Attributes 84 

Box 1 1 : The Fight for the Crown Jewels 85 

Box 12: The Harvard Mythos: A Factory for M.B.A.’s? 93 

Box 13: Creation and Institutionalization of Research Specialities 120 

Box 14: Long-Levity of University Institutions 217 



List of Abbreviations 



AACSB 

AAUP 

ABS 

ATGSB 

B.A. 

BCI 

BC II 

BITS 

BMBF 

BWL 

CHE 

CEO 

DAAD 

D. B.A. 

E. A.P. 
EBS 
e.g. 

EG 

ELIDA 

EQUIS 

ESMT 

EU 

EUR 

FGF 

FH 

FT 

GBS 

GDR 

GMAT 

GPA 

GSB 

GSIA 

HBS 

HHG 

HHL 

HHS 

HRG 

HRK 

i.e. 

INSEAD 

M.A. 

M.B.A. 

MIT 

M.Sc. 

NCSU 

OECD 

Penn 

Ph.D. 

RUI 



American Association of Collegiate Schools of Business 
American Association of University Professors 
American Case Business School 
Admission Test for Graduate Studies in Business 
Bachelor of Arts 

Baccalaureate College I according to the Carnegie Classification 

Baccalaureate College II according to the Carnegie Classification 

Business and Information Technology School 

Bundesministerium fiir Bildung und Forschung 

Betriebswirtschaftslehre 

Centrum ftir Hochschulentwicklung 

Chief Executive Officer 

Deutscher Akademischer Austauschdienst 

Doctor of Business Administration 

European School of Management 

European Business School 

Exempli gratia 

Europaische Gemeinschaft 

Entrepreneurship Literatur Datenbank 

European Quality Improvement System 

European School of Management and Technology 

European Union 

Euro 

Fdrderkreis Griindungsforschung 

Fachhochschule 

Financial Times 

German Case Business School 

German Democratic Republic 

Graduate Management Aptitude Test 

Grade Point Average 

Graduate School of Business 

Graduate School of Industrial Administration (Carnegie Mellon) 

Harvard Business School 

Handelshogskolan i Goteborg 

Handelshochschule Leipzig 

Handelshogskolan i Stockholm 

Hochschulrahmengesetz 

Hochschulrektorenkonferenz 

id est 

INSEAD European Institute of Business Administration 
Master of Arts 

Master of Business Administration 
Massachusetts Institute of Technology 
Master of Science 
North Carolina State University 

Organisation for Economic Co-Operation and Development 
University of Pennsylvania 
Doctor of Philosophy 

Research University I according to the Carnegie Classification 




XVI 



List of Abbreviations 



RUII 


Research University II according to the Carnegie Classification 


RWTH 


Rheinisch-Westfalische Hochschule Aachen 


Sbr 


Schmalenbach’s Business Review 


SBS 


Swedish Case Business School 


SEK 


Swedish “krona” 


SSCI 


Social Science Citation Index 


SSE 


Stockholm School of Economics 


TH 


Technische Hochschule 


TU 


Technische Universitat 


UCLA 


University of California at Los Angeles 


U.S. 


United States 


WHU 


Wissenschaftliche Hochschule fur Untemehmensfuhrung 


ZVS 


Zentralstelle fur die Vergabe von Studienplatzen 




Part I: Introduction 



1 Introduction 

Today, business schools constitute an integral part of many different national higher education 
systems. The need for academically informed management education is taken for granted, 
even though management is, in comparison to other fields, a relatively young academic 
subject. The first collegiate business schools were created at the turn of the 20th century in the 
United States and in Europe. Systematic academic research in management was not conducted 
until the 1960s (Porter and McKibbin 1988). During the 1980s and 1990s in particular, the 
number of business degrees and academic courses in management education increased 
significantly around the world. For instance, in 1996-1997, more than a quarter million 
undergraduate degrees in business were awarded by American institutions of higher education 
(Pfeffer and Fong 2002: 78), and business degrees constituted over 23% of all graduate 
degrees granted in the year 2000 (Statistical Abstract of the United States 2000, cited in Friga 
et al. 2003: 233). Particularly at Anglo-American universities, management education has 
become “big business” (Pfeffer and Fong 2002), and business schools at many of these 
universities have become “cash cows” that provide a substantial portion of their parent 
university’s revenues (e.g. Wilms and Zell 2002). 

Management education has also become popular throughout Asia and continental Europe 
(Pfeffer and Fong 2002: 78). In Germany, the student demand for business administration has 
increased significantly since the 1980s and 1990s (Staufenbiel et al. 1995: 25-26). Today, 
business administration is the most popular course of study. In 2002, 7.9% of German students 
were enrolled in this subject (Statistisches Bundesamt 2003: 392). Also in Great Britain, the 
number of business schools has exploded from 20 in the early 1980s to 120 in 1996 
(Pfeffer/Fong 2002: 78). In Sweden, business administration is the second most popular course 
of study, only surpassed by mathematics (Hogskoleverket 2002: 1). The ascent of business 
schools in providing higher management education seems to be the major success story of late 
20th-century higher education (Pfeffer and Fong 2002). 

Although business schools have been more successful than ever before in their history, there 
is much uncertainty as to what the future of this institution should look like. Despite the 
growth of numbers of business schools, business-related courses, and revenues generated from 
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M.B.A. and executive-education programs, there are several qualitative changes in the 
environment of this type of higher-education institution, forcing business schools to rethink 
their strategies. Indeed, higher management education seems to be at crossroads. Some authors 
even argue that the current developments are threatening the very existence of business 
schools (e.g. Moore and Diamond 1996, Pfeffer and Fong 2002).' 

For many years now higher education institutions have been going through a series of 
persistent pressures aimed predominately at improving efficiency and effectiveness. 
Governments all over the world increasingly request external evaluations in order to reassure 
themselves that they are getting value for money (e.g. Alkin 1990; Wissenschaftsrat 1996). 
Furthermore, reduced government support for higher education has helped to alter the relative 
power of various stakeholders, thereby changing the quality of higher education, and business 
education in particular. Researchers have identified significant changes in funding for business 
schools away from public financial support toward an increasing reliance on private funding, 
e.g. corporate gifts and student tuitions (e.g. Trank and Rynes 2003). This trend can be 
observed on an international scale (e.g. Slaughter and Leslie 1997, Askling 2001, Kaiser et al. 
2001). With this shift in financial support, the power of business and students has further 
increased substantially vis-a-vis business schools (Trank and Rynes 2003: 192). For instance, 
because of the increased revenue dependence on private sources of funding, business schools 
are increasingly forced to address current “real world” problems and produce management 
knowledge of immediate relevance (e.g. Trank and Rynes 2003). Some writers observe a 
tendency of an increasing specialization and vocationalism of higher management education in 
order to better satisfy student and recruiter demands (Zimmerman 2001). Some leading 
American business schools have gone so far as to alter course contents, essentially by making 
them easier, in order to obtain better evaluations from students (Zell 2001: 333). 

Besides declining public funding, business schools face increasing competition from other 
knowledge providers, such as corporate universities, consulting firms, or e-leaming 
companies. While some authors argue that due to their research capabilities, collegiate 
business schools have a crucial advantage over consulting companies and various training and 
education firms (Pfeffer and Fong 2003: 92-93), others believe that these new providers of 
management constitute a serious threat for business schools (e.g. Moore and Diamond 1996: 
2 ). 



The inaugural issue of the Academy of Management Learning and Education, a journal dedicated to the 
advancement of higher management education, revealed clear signs of concern about the changes that are 
sweeping across the landscape of higher management education and the direction business schools are taking 
in response to these changes. 
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The research and teaching activities of business schools have also been subject to criticism, 
for being too academic, too eclectic, too quantitative, too anecdotal, or too simplistic. A 
management professor of the Graduate Business School at the University of Chicago recently 
stated: “I have never found benefits for the M.B.A. degree; usually it just makes you a couple 
of years older than non-M.B.A. peers” (Burt 2001). These comments suggest that business 
schools do not always provide what important constituencies expect from them and that they 
are “less successful than meets they eye” (Pfeffer and Fong 2003). 

Another widely discussed change in the business school environment has been the growing 
importance of university rankings (e.g. Trank and Rynes 2003, Gioia and Corely 2002, 
Elsbach and Kramer 1996). These rankings are considered a turning point in the history of 
business schools, because they have dramatically increased business recruiters and student 
influence in business school decision making. Business schools, particularly in the United 
States, are increasingly evaluated on factors other than research quality. A professor of the 
Anderson School at University of California at Los Angeles described the Business Week 
rankings, which debuted in the fall of 1988, as a “watershed event“ and as “a revolution, 
because what it did was rank business schools on something other than research, having 
entirely to do with students’ experiences and the market reaction to the students” (cited in 
Wilms and Zell 2002: 75). According to one dean of an American business school, the 
rankings are pushing business schools to “be more business and less school” (cited in Gioia 
and Corley 2002: 109). 

Similarly, existing literature has shown that higher-education institutions, and particularly 
business schools, are increasingly forced to become more “consumer- and market-oriented.” 
Czamiawska and Genell (2002: 464) found that universities and business schools exhibit a 
new language that stresses markets, competition, networks, and strategies. They argue that 
along with this change in expectations, universities must change their identity from that of 
state-financed monopolies to self-financed participants in “knowledge-production markets.” 
Similarly, as Trank and Rynes (2002: 202) argue, the increasing use of the language of 
“markets” and “industry” has replaced the rhetoric of education and “reflects the power of the 
market construct as a social archetype and its seductiveness as a metaphor.” This 
transformation has also been influenced by the gradual introduction of new management 
practices in institutions of higher education, which are designed to make universities more 
effective and to strengthen their position in the marketplace (Thibodeaux and Favilla 1995, 
Kristensen 1999, Rudzky 1995). 
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The aforementioned developments display that business schools have become increasingly 
influenced by outside forces. As this influence grows, business schools are forced to change 
their organization patterns. Undergoing fundamental organizational change is problematic in 
any organization, but especially in professional bureaucracies, such as consulting firms, 
hospitals, or educational institutions, in which highly trained and autonomous professionals, 
rather than administrators, determine the activity structure of the organization (Zell 2003: 73). 
According to Kristol, “the university has been, with the possible exception of the post office, 
the least inventive (or even adaptive) of our social institutions since the end of World War 11” 
(cited in Cuban 1999: 1). Researchers have identified a variety of sources of organizational 
inertia. These include fear for the unknown, political deadlocks, sunk costs, dulled motivation, 
or distorted perception (e.g. Rumelt 1994). Past successes can also impede organizational 
change and result in conservative organizational behavior (Rumelt 1994: 14). If an 
organization has had overwhelming successes in its past, it may become indolent, lazy, and its 
ability to take effective action may be paralyzed. Bearing in mind the success of business 
schools worldwide, particularly since the 1980s, it could be expected that business schools 
pursue their present path of success further and will have difficulties in bringing about 
fundamental organizational change, at least in the near future. 

It is the purpose of this thesis to explore how business schools are coping with different 
demands from a variety of stakeholders, including students, the business community, 
government agencies, the media, and researchers. Specifically, this study focuses on two 
questions: How do schools of business translate demands from external constituencies into 
their internal organizational structures? How can business schools develop successfully in 
their changing institutional environments? 

Because educational reforms and management instruments have often failed to deliver the 
intended results (Wilms and Zell 2002, Baldridge 1983), the lack of understanding of change 
in business schools is a critical problem. Educational reforms have been compared with an 
institutional “Bermuda triangle:” after reforms projects had been implemented they never 
surfaced again (Tyack et al. 1983). This study may therefore be useful for understanding why 
change of business schools is difficult and how the barriers to change can be overcome. 

In contrast to surveys on higher-education policy, pedagogical approaches, or purely 
science-theoretical studies, this work applies an organization-theory perspective to these 
questions. An organization-theoretical understanding of the business schools’ inner logic and 
mechanisms of change is crucial for understanding how external interventions, e.g. in the form 
of governmental regulations or management techniques, are translated and processed by the 
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school. Comparatively little is known about the processes of organizational change in business 
schools when external forces of various kinds impinge upon them. Many comparative studies 
on change in higher*education institutions are based on quantitative techniques (e.g. Gore, 
Steven and Bailey 1998) that failed to consider phenomena such as organizational culture and 
differences between the formal and the activity structures of educational organizations. 
Statistical data naturally concentrate on the visible, codified, and thus formal features of this 
type of institution. However, the more this formal structure deviates from the activity 
structure, the greater are the possible distortions, if the formal structure is used as an indicator 
for deep organizational change. 

The focus of this study is to examine how business schools are coping with the 
aforementioned changing expectations from a wide range of constituencies, using the 
examples of three business schools from different national settings. Comparative approaches 
are particularly useful for analyzing change, because they are a contextually sensitive method 
(Weick 1976: 9). Through the comparison of different contexts, it is easier to uncover the 
“taken-for-granted understandings.” 

For that reason, a cross-cultural comparison of three leading business schools from different 
national contexts, namely the United States, Germany, and Sweden, was carried out. There are 
good reasons for focusing on these three countries. In the current debate about educational 
reform in Germany, the American system of higher education frequently serves as a positive 
standard of comparison (e.g. Breinig et al. 2001). Leading American business schools, in 
particular, currently have a large impact on the development of business education in 
Germany. This is reflected in the introduction of the M.B.A. at German business schools and 
university departments, the expansion of executive education, or the increasing orientation of 
German business administration toward the North American research context (e.g. Gmiir and 
Thomae 2002). Swedish higher management education presents an interesting hybrid form: It 
has its roots in German business administration, but this orientation shifted in the period 
between the World Wars toward a more Americanized perspective on management education. 
Swedish higher management education thus comprises influential ideas from the German 
Handelshochschule movement and the American tradition of management studies. 

The underlying approach for analyzing change in educational institutions is neo-institutional 
theory (Meyer and Rowan 1977, DiMaggio and Powell 1983). Neo-institutional theory 
provides insights into the organization-environment relationship and how this relationship 
shapes the organization’s internal structures (Tempel 2001). According to this approach, 
organizations attain legitimacy because they conform to the salient institutional norms of 
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important constituencies, rather than because of their “technical efficiency” and the value or 
effectiveness of the business schools’ educational products. Since business schools are in the 
“knowledge business,” in which means-end relationships are ambiguous and processes are 
difficult to assess on the basis of technical-efficiency criteria, neo-institutional theory provides 
a good basis for an account of organizational change in these institutions. 

Since it is impossible to find exact translations of terms in different languages (Desrosieres 
1996), this study will adopt a rather broad definition of business schools and higher 
management education. Higher management education here is defined as providing an 
academically-informed basic training for current and future decision makers in business 
organizations. The terms business and management education will be used interchangeably. 
“Business administration” refers to the academic subject that provides managers with higher 
management education. It needs, however, to be kept in mind that considerable differences 
exist in meaning that is associated with these terms in different national settings. 

Another problem involved in comparing different national education systems concerns the 
varying organizational forms of higher management education providers. While German and 
Swedish institutions for higher management education are usually integrated in a larger 
university (with only a few exceptions, such as the Handelshochschule Leipzig (HHL), the 
Wissenschaftliche Hochschule fur Untemehmensfiihrung (WHU) in Germany or the 
Stockholm School of Economics in Sweden), American organizations of higher management 
education are often separately organized as professional schools, the so-called business 
schools. Although their program and degree structure as well as their institutional and legal 
base varies considerably across countries, all of these organizations have in common that they 
provide higher management education as defined above. Therefore, the term business schools 
in this thesis includes those organizations offering an academically-informed basic training for 
future decision makers in business organizations, irrespective of whether they are organized as 
separate professional schools or whether they are incorporated as an academic department in a 
larger university. 

The present study is structured as follows: Chapter 2 presents the theoretical framework, 
which will take an institutional approach, drawing particularly on the work of new 
institutionalists to analyze the interaction between institutions and organizations (Meyer and 
Rowan 1977, DiMaggio and Powell 1983, Powell and DiMaggio 1991, Scott 1995, 
Walgenbach 1999). The meaning of institution is somewhat unclear in the work of the neo- 
institutionalists. In this study, the term institution is used on two different levels. First, 
business schools themselves will be considered institutions, because they have become taken 
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for granted as a means to educate future business leaders. On the other hand, specific 
organizational forms and practices within business schools such as research institutes or 
academic degrees are also interpreted as institutions. 

In Chapter 3, an in-depth historical analysis of the development of business schools of the 
selected case countries will be presented. Researchers have often pointed out that “history 
matters,” particular in institutions of higher education (e.g. Kerr 1994). An historical analysis 
seems to be essential for studying organizational change in business schools, in particular 
because the oldest institutions are often also the most renowned and reputable ones. In chapter 
4, the neo-institutional concepts are used to examine the institutionalization and development 
of business schools from the beginning of their existence until the present. It is argued that in 
recent years, the power of various external stakeholders has increased, thereby changing 
higher education, and business education in particular. This phase is called “stakeholderism” 
in this study. Subsequently, influential stakeholder groups and their demands on business 
schools are identified to analyze how changes in the institutional environment of business 
schools may be affecting their internal structure. 

In order to explore how business schools attain legitimacy, neo-institutional theory is 
supplemented with the work of social scientists who have focused on the emergence and 
scientification of management as an academic subject. The central importance of reputation 
and status hierarchies among business schools is portrayed in Section 4.3. The arguments 
developed in these chapters will be brought together in the form of a research framework for 
the exploratory case study. 

An excursus in Chapter 5 provides some empirical data on isomorphic processes in the 
organizational field of business schools. Entrepreneurship chairs are taken as a case example. 
This discipline is a good example of how business schools adapt their formal structures to 
institutional demands in the phase of stakeholderism (see Chapter 4.1.4). The creation of 
chairs in entrepreneurship corresponds well to the image of the knowledge factory, which is 
the prevailing metaphor among external stakeholders (see Chapter 4.4.1). The spread of 
academic chairs in entrepreneurship practically worldwide can be interpreted as an isomorphic 
process in an international organizational field. 

Before exploring the theoretical considerations on the basis of the selected case study 
business schools, a number of issues related to the characteristics of the American, German, 
and Swedish systems of higher education are addressed in Chapter 6. Chapter 7 clarifies the 
rationale for using a case study approach and for focusing on top-tier business schools of each 
country. The goal of the exploratory case study is to identify the major challenges top-tier 
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business schools face, to explore the alternative organizational responses, and to discuss the 
results in the light of institutional theory. 

In Chapter 8, the selected case business schools are considered in detail. Six months were 
spent investigating the selected business schools in Germany, Sweden, and the United States, 
using a wide array of tools for collecting data. This account of business schools comes from 
research conducted between winter 2002/03 and autumn 2003. Data collection included both 
archival data analysis and semi-structured interviews with professors of three different top-tier 
business schools. Each case study consists of a quantitative and a qualitative part: a 
longitudinal analysis of the development of professorships and an analysis of the semi- 
structured interviews with faculty members. 

An analysis of the cross-cultural differences and similarities is the subject of Chapter 9. The 
theoretical and empirical analyses draw an image of the business school that clearly contrasts 
with the one prevailing in the management literature and in broader public. This newly 
generated perspective leads to a new evaluation of instruments and tools used by deans, 
higher-education policy makers, and administrators that helps the reader to think differently 
about institutions of academic management education. The empirical analysis of the business 
schools also adds to the development of neo-institutional theory. These implications are 
discussed in Chapter 10. Finally, Chapter 1 1 summarizes the findings into a set of conclusions 
and provides an outlook. 



Part II: Researching Organizational Change 
in Business Schools 



2 Organizations and Institutional Environments: Neo-Institutionalism 

2.1 Why Neo-lnstitutionalism? 

The aim of this study is to research how business schools in different higher education systems 
deal with the diverse and partly inconsistent demands from a broad range of constituencies^ 
and how business schools translate external demands and expectations into their internal 
structures. A theoretical framework is required which can highlight how educational 
organizations change while at the same time being contextually sensitive to provide a 
perspective to cross-national organizational comparisons. The work of neo institutionalists in 
organizational analysis highlights the relationship between the organization and its 
institutional environment and the way in which this relationship shapes the organization’s 
internal structures (Tempel 2001). And — as Rowan (1982: 261) points out — an institutional 
approach appears especially useful in discussions of organizational change in educational 
organizations. For the following reasons, institutional theory is likely to be particularly fruitful 
for this investigation: 

(1) Neo-institutional theory helps to explain organizational change. Although neo- 
institutional theory is usually regarded as a theory of the similarity (“isomorphism”) and 
stability of institutional arrangements in a given field of organizations, it can also be useful for 
analyzing change (Greenwood and Minings 1996: 1022). In their view, this theory provides a 
model for change that links organizational context and the organization’s internal structures. 
And as Baldridge (1983) notes, the societal context surrounding schools and universities has 
always been the most powerful source of change in educational organizations. Similarly, Brint 
and Karable (1991: 342) argue that educational organizations operate in the “institutional” 
environments par excellence. Also business schools are highly sensitive to such social 
evaluations from a wide range of external stakeholders, i.e. industry, the scientific community, 
or the state. Given the central importance of the university-environment interface for the 



^ Referring to Tsui (1990), D’Aveni (1996) defines “constituency” as a stakeholder of an organization, which is 
a group of individuals or organizations having similar preferences or interests pertaining to the activities of 
the organization. See also Chapter 4.2. 
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purpose of this study, neo- institutional theory provides a good basis for an account of 
organizational change in business schools. 

(2) Institutions of higher education employ technologies that are problematic to evaluate: 

“Universities lack explicit goals, but instead are driven by inconsistent, ill- 
defined, and changing preferences. Being composed of many quasi-independent 
actors, universities have a wide range of different outputs. Often the 
organizational preferences derive from these outputs, instead of the other way 
about” (Everett and Entrekin 1987: 63). 

Because their product is knowledge, an intangible, their “technical efficiency” cannot easily be 
assessed. Furthermore, educational innovations tend to have high levels of technical 
uncertainty (Baldridge 1975), and thus can seldom be justified on the basis of concrete 
technical evidence. Instead, innovative structures and forms gain legitimacy and acceptance on 
the basis of social evaluations, such as the support of professional agencies or legislature. 
Whereas production firms are usually evaluated on the basis of efficient production or 
“technical efficiency criteria” (Powell and DiMaggio 1991), educational institutions are 
evaluated in terms of their conformity to institutionalized norms and the expectations of a 
variety of constituencies. 

(3) The neo-institutional framework belongs to the few organization theories that have 
dealt extensively with education institutions (e.g. Rowan 1982, Meyer et al. 1981, 1987, 1988, 
Scott et al. 1988, Brint and Karabel 1991; Karnes et al. 1996). This is particularly true of the 
institutional theorists located at Stanford (e.g. John W. Meyer and Richard W. Scott). Meyer et 
al. (1981) described educational institutions as loosely coupled organizations. They showed in 
their study of public schools that teachers interact little with the principal, who had little 
control over what they teach. Neo-institutional theory has also been utilized for analyzing 
change in universities. In their case study at the University of Wisconsin, Covaleski and 
Dirsmith (1988) adopted an institutional perspective to examine how and why societal 
expectations of acceptable budgetary practices are articulated, enforced, and modified. 
Initially, the university attempted to defy the state’s effort to impose a budgetary system on it 
and instead tried to obtain public support for an alternative budgetary system. In the end, state 
power prevailed, and the university was forced to accept the more traditional enrollment-based 
approach. Despite the relatively large number of empirical studies on educational institutions. 
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there is remarkably little theoretical or empirical work on business schools from a neo- 
institutional perspective.^ 

(4) The institutional approach also facilitates connection to other theories, e.g. the 
sociology of science, which focuses on problems such as the production of knowledge. This 
potential linkage is important insofar as it offers the possibility to integrate the important 
dimension of knowledge generation, which clearly differs from the production processes of 
other goods and services. 

2.2 Origins of Neo-Institutionalism'’ 

Theory and research on neo-institutionalism rose to prominence during the mid-1970s and the 
early 1980s and have proliferated across the social sciences (Fligstein 1998).^ Since Meyer and 
Rowan’s (1977) discussion of “Institutionalized Myths,” the article of Zucker (1977) on “The 
Role Of Institutionalization In Cultural Persistence,” and the work of DiMaggio and Powell 
(1983) “The Iron Cage Revisited,” organizational analyses based on an institutional 
perspective have generated much interest and attention.^ Although each of these publications 
took a different perspective on institutionalization mechanisms, together they are regarded as 
marking the field of the neo-institutional discourse (Turk 1997: 127). Scott (1987: 493), in his 
seminal review of institutional theory, speaks of “the many faces of institutional theory” and 
advises that “the beginning of wisdom in approaching institutional theory is to recognize that 
there is not one but several variants.” Zucker (1987), in entitling her article “Institutional 
Theories of Organization,” used the plural “theories” to speak to the diversity of theoretical 
ideas within the institutional movement. Even though the neo-institutional approach does not 
yet embody a consistent theory (Aldrich 1992, Donaldson 1995), almost all reputable 
American journals publish at least one article on institutionalism in every edition (Walgenbach 
1999: 347). 

The core idea of institutional theory is that organizations are shaped by the institutional 
environment which surrounds them. As Covaleski and Dirsmith (1988: 563) note, “the general 
theme of the institutional perspective is that an organization’s survival requires it to conform 
to social norms of acceptable behavior.” Neo-institutionalism draws heavily from the work of 

^ One such example related to business schools and higher management education is Goodrick’s (2002) 
historical analysis of the development of management as a scientific discipline from an institutional 
perspective. 

The terms new institutionalism and neo-institutionalism will be used interchangeably throughout this thesis. 

^ Powell and DiMaggio (1991 ; 19) point out that the new sociological institutionalism owes a considerable debt 
to the Carnegie School, whose key contribution has been the focus on the routine, taken-for-granted aspects of 
organizational life. Parallel to the transition from Bamad to the Carnegie school, also the shift from the old to 
the new institutionalism could be observed. 

^ This section draws on the work of Hasse and Krucken ( 1 999). 
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Selznick (1948), Merton (1948), and Parsons (1960), who argued that bureaucracies must not 
be understood as autonomous social systems but as social systems embedded in a larger 
society. Institutionalists believe that specific assumptions, expectations, and ideas prevail in 
society; these define what firms, schools, or hospitals look like, why they are valuable, and 
what functions they serve (Scott and Meyer 1994: 3). 

Powell and DiMaggio (1991: 13) distinguish between old and new institutionalism.’ Old 
institutional theory in organizations is often associated with the work of Selznick (1948), who 
defined institutionalization as infusing “with value beyond the technical requirements of the 
task at hand” (Selznick 1957: 17).* This focus contrasts with the new institutionalism in 
organization theory, which has a distinctly sociological flavor. The new institutionalism 
emphasizes legitimacy, the embeddedness of organizational fields, isomorphic processes, and 
the centrality of classification, routines, scripts, and schemata (Meyer and Rowan 1977, 
Zucker 1977, DiMaggio and Powell 1983).^ The present study does not provide a detailed 
examination of the differences between old and new institutionalism, as it is not critical for an 
analysis of organizational change in business schools, nor is it proposed to discuss in detail the 
different approaches and disagreements among institutional theorists.'® Rather, the next 
chapter will define the central concepts or the “many faces” (Scott 1987) of neo-institutional 
theory, which can provide valuable leverage in explaining organizational change in business 
schools. 

2.3 The “Many Faces” of the Neo-Institutionalist Approach 

In this section, the different concepts of what has become known as neo-institutional theory 
will be briefly reviewed. More specifically, the present study uses the term neo- 
institutionalism to capture the developments and ideas occurring during the past two and a half 
decades. These ideas and concepts are also relevant to the analysis of the current challenges 
from the business school environment and their effect on the school’s internal operations. 



’ Some authors (e.g. Selznick 1996, Greenwood and Minings 1996, Hirsch and Lounsbury 1997) have 

questioned the wisdom of drawing a sharp line between “old” and “new” institutional theory. According to 
Selznick (1996: 270), an author of the old version of institutionalism, the only significant difference that 
appears in the new approach is the new focus on legitimacy as a sustained and driving force among 
organizational actors. Hirsch and Lounsbury (1997) pointed out that “if Selznick is rejected out of hand, the 
neo-institutional researchers risk losing their heritage and a theory of action that may be useful for their 
enterprise.” 

* He clearly views institutionalization as a “process,” as something “that happens to the organization over 
time.” In the old institutionalism, issues such as power, informal structures, influence, coalitions, and 
competing values were central (Selznick 1948, 1957). 

® Significant differences between old and new institutionalism have been identified by Powell and DiMaggio 
(1991: 12). 

'® For a detailed analysis and comparison of the different institutionalist schools, see Scott (1995) and DiMaggio 
and Powell (1991). 
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2.3.1 Institutions And Insitutionalization 

Institutional theory enjoys increasing popularity - not least of all because of its ambiguity, as 
Czamiawska and Wolff (1998: 33) point out. For example, its central concept - that of 
institution itself - is far from clear. Some definitions of institution resemble the notion of 
“norm” (Davis et al. 1994), i.e. collectively held informal rules that are enforced by group 
sanctions. Other workers see them as unconsciously constructed rules or laws, other 
conceptualize institutions as “the rules of the game in a society” (Scott 1995). Still others 
believe that institutions are taken for granted meanings (Zucker 1983, Scott 1995: ch. 3). 
Meyer, Boli, and Thomas (1987: 13) define institutions as “cultural rules giving collective 
meaning and value to particular entities and activities.” Jepperson (1991: 145) defines 
institution as “a social order or pattern that has attained a certain state or property.” These 
social patterns persist, because they are constantly reproduced through self-activating social 
processes. What is generally considered as an institution includes a rather wide range of 
phenomena, e.g. marriage, church, the military, voting, or academic disciplines. 

Neo-institutionalists define institutionalization as both process and constraint. On the one 
hand, institutionalization denotes the process of how a certain social order or pattern has 
become taken for granted. This means that a specific pattern has become part of a situation, 
which is considered to be given and external. On the other hand, institutionalization refers to 
an environment in which shared cognitions define “what has meaning and what actions are 
possible” (Zucker 1983: 2). Therefore, institutions can also create inertia or friction in face of 
attempted reforms (Brunsson and Olsen 2001: 5). In extreme cases, institutions continue to 
exist, even if they no longer interest anyone (Powell and DiMaggio 1991). 

The new version of institutional theory is shaped by the work of Berger and Luckmann 
(1967) in the sociology of knowledge. A central idea of their ideas on institutionalization is 
that shared cognitive systems come to be viewed as objective and external structures defining 
social reality. They define the process, by which actions become repeated over time and are 
assigned similar meanings by self and others as institutionalization. Meyer and Rowan (1977) 
have taken up the definition and usage of Berger and Luckmann (1967): “Institutionalization 
involves the processes by which social processes, obligations, or actualities come to take on a 
rule-like status in social thought and action” (Meyer and Rowan 1977: 341). 

Organizations can be said to be institutionalized insofar as their behavior is determined by 
culturally constrained rules. These rules can be manifested in certain routines for action, and 
they give meaning for those actions (Brunsson and Olsen 2001: 4). Once a set of beliefs or a 
meaning is shared, organizations both consciously and unconsciously spread or reproduce it 
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(Fligstein 1998: 30). In organization theory, organizational forms and practices are 
institutionalized when they are adopted because actors take them for granted, rather than 
because a process of rational choice found them to be best suited for the technical requirement 
of the task. Whether a specific practice or organizational form is regarded as appropriate is 
thus not solely based on individual cognitions, but follow from cognitive structures that are 
more or less shared across societies. 

Institutionalization in organizational analysis refers to the subjective assurance that specific 
organizational structures or elements, such as computer technology or a particular 
management technique, belong to a specific kind of organization. They are considered proper, 
adequate, rational, and necessary. Meyer and Rowan (1977) argue that in modem societies, 
norms of formal rationality have become so deeply rooted that they have acquired the status of 
myth - a belief so widely held that it is beyond objective testing. These myths of rationality 
not only present a forceful pattern for organization, but they also provide the organization with 
legitimacy in a wider societal context. Organizations that incorporate rationalized myths 
strengthen their external support, increase the stability of both internal and external 
organizational relationships, buffer themselves from turbulence, and secure their survival. 

2.3.2 Legitimacy 

At the core idea of institutional theory lies the concept of organizational legitimacy. According 
to Parsons (1960), if an organization is to receive legitimation, the values pursued by the 
organization must be congruent with wider societal values.” Newer versions of 
institutionalism stress the increasingly complex and differentiated symbolic environment. 
Meyer and Scott (1983: 201) define organizational legitimacy as “the degree of cultural 
support for an organization.” To attain legitimacy, organizations must incorporate 
institutionalized elements in their formal stmctures, independent of their efficiency-enhancing 
effects on ongoing work activities (Zucker 1983, Walgenbach 1999: 320). 

Older versions of neo-institutional theory, in particular, emphasize the inefficiency and 
ineffectiveness that result from the adoption of institutional stmctures and techniques (e.g. 
Meyer and Rowan 1977, Powell and DiMaggio 1991). This argumentation has been 
downplayed in newer versions of neo-institutionalism, because it is questionable how and why 
the adoption of techniques that support and secure organizational survival can lead to 
inefficiency (Walgenbach 1999: 332). More recent works stress that the adoption of an 



” Suchman (1995: 574) adopts a broader definition: “Legitimacy is a generalized perception or assumption that 
the actions of an entity are desirable, proper, or appropriate within some socially constructed system of 
norms, values, beliefs, and definitions.” 
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institutionalized management technique can indeed be associated with economic success: “It 
may be highly efficient for a school district to spend a million dollars on ceremonial activities 
if the resulting legitimacy induces voters to endorse a 15 million dollar bond issue” (Powell 
and DiMaggio 1991: 33). 

In recent years, total quality management systems or the ISO norms have become an 
accepted tool in many industries for dealing with quality issues (e.g. Walgenbach 1998). 
However, these structural elements are often incorporated because important organizational 
stakeholders expect the adoption of this element rather than for the purpose of improving the 
efficiency of working processes. Although there is no clear evidence that this management 
tool produces better “technical” outcomes (e.g. in terms of improved products or processes), it 
helps to attain legitimacy from important stakeholder groups and secures the acquisition of 
resources necessary for organizational survival. 

2.3.3 Organizational Fields 

Organizational fields are a central concept in the work of DiMaggio and Powell (1983). The 
starting point of their argument is to describe the high degree of homogeneity between 
organizational forms and practices.'^ They postulate that institutionalization is an 
interorganizational process, whereby institutionalization primarily occurs on the level of 
organizational fields.'^ DiMaggio and Powell (1983: 147) define an organizational field as 
being made up of “those organizations that, in the aggregate, constitute a recognized area of 
institutional life.” These organizations include key suppliers, resource and product consumers, 
regulatory agencies, and other organizations that produce similar products or services. It is 
emphasized that an organizational field is not simply a group of competing organizations, but 
that it comprises the totality of relevant actors that directly interact with each other in a 
meaningful way. 

As soon as organizations are structured into an organizational field, forces emerge that 
cause them to become more similar. This happens because institutional elements in an 
organizational field limit the direction and the content of change. Following DiMaggio and 
Powell (1983: 148), “...organizational actors... construct around themselves an environment 
that constrains their ability to change further in the future.” While organizational structures or 
practices may initially be introduced in the organizational field in the pursuit of improved 
performance, these “become infused with value beyond the technical requirements of the task 



This section draws also on Tempel (2001 : 37), 

The concept of organizational fields has been labeled in different ways, e.g. “sectors” (Meyer and Rowan 
1977), “strategic actions fields” (Fligstein and McAdam 1994), or “games” (Axelrod 1984). 
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at hand” (Selznick 1957: 17). Cultural support for the innovation within the organizational 
field will increase its chance for adoption. Hence, such organizational forms and practices may 
be incorporated by many organizations without it necessarily being the most efficient solution 
(see also Tempel 2001: 37). When a certain degree of structure is reached in an organizational 
field, the aggregate effect of organizational change reduces the level of organizational 
diversity within that field. Thus, the structured field takes the form of organizations 
responding “to an environment that consist of other organizations responding to their 
environment, which consists of organizations responding to an environment of organization’s 
responses” (DiMaggio and Powell 1983: 149; cited in Tempel 2001). 

2.3.4 Isomorphism 

The various processes that cause an organization to change its structure are analyzed by 
DiMaggio and Powell (1983) in their seminal article on “The Iron Cage Revisited: 
Institutional Isomorphism And Collective Rationality In Organizational Fields.” They define 
the process by which organizations within the same field become increasingly similar as 
“isomorphism.” The authors distinguish among coercive, mimetic, and normative processes 
leading to conformity to an institutional pattern. 

(1) DiMaggio and Powell (1983) describe “coercive isomorphism” as coming from formal 
and informal pressures on organizations. These pressures are usually exerted by powerful 
organizations upon which they depend. DiMaggio and Powell (1983) identify the state as the 
key coercive or imposing force on organizations. Coercive pressures on organizations can be 
exerted by government mandate: Manufacturers may adopt a new pollution-control technology 
to conform to environmental regulations, organizations may hire equal-rights representatives 
to fend off allegations of discrimination, or universities may charge accreditation agencies in 
order to meet efficiency requirements. 

(2) Mimetic isomorphism refers to imitation of one organization by another (Powell and 
DiMaggio 1991: 69). Mimetic processes mainly occur in situations in which uncertainty is 
high, goals are ambiguous, or technologies are poorly understood (March and Olsen 1976). In 
such circumstances, an organization may copy the processes and actions of another 
organization. This modeling focuses on organizations that are perceived as being “more 
legitimate or successful” by the adopting organization (DiMaggio and Powell 1983: 70). A 
prominent example of mimetic isomorphism is the dissemination of Japanese quality circles 
and other programs in European and American firms in order to deal with the increasing 
problems of mass production and work monotony. According to Powell and DiMaggio (1991: 
69), the spread of quality management can at least partly be considered as an attempt to boost 
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the firms’ legitimacy and “to demonstrate that they are at least trying to improve working 
conditions”. In their view, the spread of quality circles is not solely attributable to their 
technical rationality. Instead, organizations imitate the practices of those organizations or 
nations that are currently perceived to be the most successful in order to increase their 
legitimacy and survival capacities. 

(3) Normative isomorphism stems from professionalization (Powell and DiMaggio 1991: 
70). Professionalization can be defined as “the collective struggle of members of an 
occupation to define the conditions and methods of their work, to control the ‘production of 
producers’, and to establish a cognitive base and legitimation for their occupational autonomy 
(DiMaggio and Powell 1983: 152, Abbott 1988, Hasse and Krucken 1999:17). Professionals, 
such as accountants or lawyers adopt specific normative rules about professional behavior 
during their education. Universities and professional associations are therefore important 
vehicles for driving normative isomorphism, because they define normative rules of 
organizational and professional behavior, through which a common cognitive basis is created. 
It is argued that isomorphism in an organizational field is stronger with increased reliance on 
academic credentials in choosing staff personnel and with greater participation of 
organizational managers in trade and professional organizations. Another source of normative 
isomorphism is the filtering of personnel, which can result in pattern of homosocial 
reproduction (i.e. the hiring of individuals similar to their managers with respect to values, 
education, social status and background (Baron 1984, Kanter 1977, see also D’Aveni 1996, 
Temple 2001). When managers are recruited according to the same set of attributes, “they will 
tend to view problems in a similar fashion, see the same policies, procedures, and structures as 
normatively sanctioned and legitimated, and approach decisions in much the same way” 
(DiMaggio and Powell 1983: 153). 

Powell and DiMaggio (1991: 73) point out that each of the three isomorphic processes can 
take place in the absence of evidence that they enhance organizational efficiency: 

“To the extent that organizational effectiveness is enhanced, the reason is often 
that organizations are rewarded for their similarity to other organizations in 
their fields. This similarity can make it easier for organizations to transact with 
other organizations, to attract career-minded staff, to be acknowledged as 
legitimate and reputable, and to fit into administrative categories that define 
eligibility for public and private grants and contracts. None of this, however, 
ensures that conformist organizations do what they do more efficiently than do 
their more deviant peers.” 
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2.3.5 Technical and Institutional Environments 

In their early publications, institutional theorists distinguished between two different kinds of 
environments that can affect organizations in different ways: institutional and technical 
environments. In technical environments, organizations are evaluated and acquire resources 
from the environment on the basis of the efficient production of products or what are called 
“technical efficiency criteria” (Powell and DiMaggio 1991). In institutional environments, 
organizations are evaluated in terms of their conformity to institutionalized practices and 
procedures that confer organizational legitimacy. However, the concepts of technical and 
institutional environments are ideal types, and many organizational environments exhibit both 
technical and institutional features. 

According to neo-institutional theory, different types of organizations are confronted with 
different technical demands and institutionalized expectations (e.g. Tolbert 1985: 2), whereby 
the extent and intensity of the demands and expectation can vary. Production organizations are 
exposed to rather technical environments. They depend largely upon the efficient coordination 
of the technical demands of their daily work activities. Other organizations, such as schools, 
hospitals, or museums primarily depend on the expectation and cultural support of the 
institutional environment (Scott 1998: 138). Banks and insurance companies in the United 
States are confronted with high pressures from their institutional as well as their technical 
environments. On the one hand, they have to correspond to technical demands for efficiency 
and effectiveness, while on the other hand their procedures need to be largely aligned with the 
expectations from their institutional environment. Table 1 illustrates different combinations of 
technical and institutional environments: 

Table 1: Combination of Technical and Institutional Environments 





Institutional Environments 

Stronger Weaker 


Technical Environments 

Weaker Stronger 


Public Utility 


General 

Manufacturing 


Banks | Pharmaceuticals j j 


Hospitals 




Mental Health 
Clinics, Schools, 


Restaurants 


Legal Agencies 


Health Clubs 


Churches 


Child Care 



Source: Scott (1998; 138) 

2.3.6 Decoupling 

The norms and perceptions prevailing in the organizational environment do not necessarily 
coincide with what is required for effective organizational action and production. When the 
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demands for efficiency are inconsistent with the institutionalized processes of production, the 
adoption of institutional elements may cause considerable problems for organizations. The 
resulting inconsistencies usually make it difficult to meet demands for efficiency and to 
accomplish technical activities effectively while at the same time corresponding to 
institutionalized expectations. 

How do organizations in highly institutionalized environments cope with these 
contradictory demands? Neo-institutionalists argue that organizations that are exposed to 
inconsistent demands and norms develop two sets of structures and processes: one formal and 
one informal structure for each set of demands. The formal structure is the more visible and is 
primarily concerned with interfacing with the institutional environment. It is therefore 
particularly important that the formal structure is adapted to the institutionalized norms of 
society. This formal or “facade” structure does not always represent the actual work activities. 
Instead, it is only loosely connected with the operating core, where transformation of inputs 
into outputs takes place. This allows the operating core to proceed with a degree of autonomy 
from the demands of the institutional environment. For the organization, it is important that 
these parallel sets do not disturb one another, and they therefore tend to be decoupled, 
separated, and isolated (Meyer and Rowan 1977). Decoupling helps to buffer the organization 
from parts of its complex social and technical environments that impose various and divergent 
demands on the organization. 

In their study on administrative reforms in public management, Brunsson and Olsen (2001) 
observed that organizational change occurred merely on the formal level (or the level of talk), 
and the underlying activity structure (or the level of action) was basically unaffected by the 
new reforms or “fashions.” Since these “fa9ade” structures and processes do not govern the 
internal work activities of organizations, they are also sometimes referred to as “rituals.” It is 
very well possible to develop a budget and not follow it (Hdgheim et al. 1989). Or, it is 
possible to collect huge amounts of information and not use it when decisions are made 
(Feldman and March 1981). However, as Brunsson (1989) notes, these rituals and double 
standards can all be very important, if not essential, to a modem organization wanting to 
conform to society’s demands for respectability, modernity, and rationality, thereby securing 
its inflow of resources and external support. 

Organizations are seldom neither completely decoupled nor perfectly coupled. Weick 
(1976) suggests that the loose-coupling model is more appropriate for organizational analysis. 
Loose coupling means that actions in one part of the organizations are only loosely connected 
with another. Educational institutions are considered classical examples for loosely coupled 
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organizations (Orton and Weick 1990, Weick 1976). During the 1970s and 1980s, several 
studies were conducted describing how universities operate as loosely coupled professional 
bureaucracies (see Wilms and Zell 2002: 9). This issue will be discussed in more detail in 
Chapter 4.5. 

2.3.7 Strategic Responses to Institutional Pressures 

From a neo-institutional perspective, organizations are embedded within the institutional 
environment, which consists of the everyday, taken-for-granted norms that govern the 
structures of organizations. Organizations not in conformity with external rules and 
regulations are often perceived to be illegitimate. Oliver (1991) criticized the early work of the 
neo-institutionalists that highlighted the external normative pressures on organizations and the 
merely passive organizational responses. By combining the sociological neo-institutionalism 
with strategy research, she has addressed these concerns (see also Walgenbach 2002: 190)."* 

While Oliver (1991) does not reject the idea that organizations are penetrated by their 
institutional environments, she emphasizes that organizations in institutionalized 
environments, under certain conditions, are able to strategically manage institutional 
pressures. These choices can also be contrary to the institutional-theory expectations. She 
developed a set of hypotheses predicting organizational responses dependent on why the 
pressures are exerted (cause), who exerts the pressure (stakeholder), what the contents of the 
pressures are, by what means the pressure is exerted (control), and where the pressures occur 
(context). Depending on the institutional pressures that are exerted on organizations, 
organizational responses can vary from conforming to resistant, from passive to active, from 
preconscious to controlling, from impotent to influential, and from habitual to opportunistic. 
Table 2 provides a typology of strategic responses and tactics to institutional processes. 

The strategy of acquiescence refers to extreme types of conformity to institutional pressures 
in the form of habit, imitation, and compliance. Habit is the most passive form of tactical 
organizational response, because it refers to blind adherence to taken-for-granted rules. 
Imitation is consistent with the notion of “mimetic isomorphism” and refers to either 
conscious or unconscious adoption of institutional structures and practices. Compliance refers 



The combining of institutional theory with strategy theory has not been without controversy among 
institutional theorist. Powell (1996: 294), for example, is very skeptical about this linkage: “I fear the 
popularity of. . .institutional ideas outpaces the clarity of arguments” (cited in Walgenbach 2002: 191). Indeed, 
this combination leads to a reversal of the initial research question of new institutional theory. Nevertheless, 
with her framework of organizational responses to institutional pressures Oliver (1991) draws attention to the 
main criticism of institutional theory, namely that organizations are seen to passive. 
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to the conscious adherence to constituency expectations and values. As Scott (1995: 128) 



argues, acquiescing is emphasized by most institutional theorists.’^ 
Table 2: Strategic Responses to Institutional Pressures 



Strategies 


Tactics 


Examples I 




Habit 






Imitate 






Comply 






Balance 


Balancing the expectations of multiple constituents 


Compromise 


Pacify 


Placating and accommodating institutional elements 




Bargain 


Negotiating with institutional stakeholders 




Conceal 


Disguising nonconformity 


Avoid 


Buffer 


Loosening institutional attachments 




Escape 


Changing goals, activities, or domains 




Dismiss 


Ignoring explicit norms and values 


Defy 


Challenge 


Contesting rules and requirements 




Attack 


Assaulting the source of institutional pressures 




Co-opt 


Importing influential constituents 


Manipulate 


Influence 


Shaping values and criteria 




Control 


Dominating institutional constituents and processes 



Source: Oliver (1991: 152) 



Compromise is widespread in conflicted environments and in settings where organizations 
face inconsistent demands from external stakeholders that cannot be easily reconciled with the 
internal demands for efficiency. Organizations may either balance multiple and inconsistent 
constituency demands, pacify demands, i.e. conform partially to the expectations of one or 
more constituencies, or they may bargain with stakeholders in order to reduce organizational 
compliance with institutional norms. An organization can negotiate with a government agency 
to lessen compliance with a new policy on pollution control. 

Avoidance can be described as an organization’s attempt to disguise its nonconformity. 
Under these circumstances, organizations may buffer themselves from institutional pressures 
or escape from institutional rules and expectations. Organizations may also conceal that they 
do not conform to constituency expectations behind a facade structure of acquiescence. 

Defiance refers to an active resistance to institutional pressures. If norms and expectations 
are very different from the organization’s goals, organizations may defy these institutional 
expectations. Organizations may dismiss or ignore institutional rules and values when the 
impact of external constituencies on the survival of the organization is perceived to be low. 
Challenge and attack, two offensive strategic options for organizations, represent an explicit 
rejection of institutional norms and expectations. 

The most active strategic response to inconsistent environmental expectations is 
manipulation, which can consist of co-opting, influencing, or controlling the environment (see 
also Maassen 2000). Co-option is an attempt to convince important constituencies to join the 



See also Maassen (2000). 
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organization. Influencing is directed toward actively shaping value and belief systems of 
important constituencies (e.g. by lobbying government authorities for change), while 
controlling refers to an organization’s effort to dominate external constituencies. 

2.4 Macro- versus Microinstitutional Approaches 

Two different theoretical approaches to institutionalization within sociology can be 
distinguished: the macro and the micro approach. Macroinstitutional approaches tend to focus 
on institutionalized expectations that emerge mainly in the external environment of 
organizations. It is argued that the environment exerts strong influences upon organizations. 
As a result, organizations design their formal structures according to the demands and 
expectations of their environment. Within the macro approach, particular attention is paid to 
the processes of institutionalization resulting from the coercive forces of the government and 
other external pressures. The concepts depicted in the preceding sections can be attributed to 
the macro approach, which is also sometimes referred to “environment-as-institution” 
approach. 

Zucker (1977, 1983, 1988) represents an alternative perspective, the so-called 
microinstitutional approach or “organization-as-institution” approach.*^ Institutionalized 
elements emerge within an organization and the organization itself is considered as institution. 
Zucker’s (1977, 1983) work is often regarded as a complementary approach within this 
theory’s tradition (Hasse and Krucken 1999: 18), because in comparison to the work of Meyer 
and Rowan (1977) or DiMaggio and Powell (1983), Zucker’s work stresses the centrality of 
cognitive elements of institutions: the rules that constitute the nature of reality and the frames 
through which meaning is made. The focus of the cognitive dimensions of institutions is the 
major distinguishing feature of the new institutionalism within sociology (Powell and 
DiMaggio 1991). 

With her work on the process of institutional change, Zucker (1977) made important 
contributions to the development of the sociological neo-institutionalism. The starting point of 
her work is the idea that different social settings produce different perceptions, judgments, and 
related reactions, which are basically independent of the particular actor. The perceptions, 
judgments, and resulting reactions are thus “objectified” and “exterior.” Social settings vary in 
the degree to which acts in them are institutionalized. Some settings are open for 
interpretations and change; to such contexts Zucker (1977) attributes a low degree of 
institutionalization. Other settings, such as an organization, produce much more stable 

This section draws on the work of Hasse and Kruecken (1999: 18-22). 
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interactions and are therefore more resistant to change. Such contexts are considered to be 
highly institutionalized. The resulting hypothesis is that with greater institutionalization, 
higher cultural persistence can be expected (see Box 1). 

Box 1 : Institutionalization and the Autokinetic Effect 

Lynne G. Zucker from UCLA (University of California at Los Angeles), conducted laboratory research 
demonstrating that subject's behavior is much more likely to be stable and conform to the requirements imposed 
by other actors if the latter occupy a position in an organization. Her research design was based on the 
“autokinetic effect” originally developed by Sherif (1936), who demonstrated that when two or three participants 
observed a stationary point of light in a dark room, their public judgments of the light’s direction and distance of 
movement became more similar over time. In a laboratory setting, Zucker (1977) created an organizational- 
context situation, in which two people had to give their judgment on the movement of the pinpoint of light. The 
first person who gave her judgment had been instructed to considerably overestimate the distance of movement. 
The second person had to judge the distance on the basis of the first estimation of the instructed person. Zucker 
found strong support for her institutionalization hypotheses: In the first generation, the person, who had just 
participated in a preceding generation, judged the light as moving considerably farther than subjects who 
responded alone to the light (the “control” group). The result was reinforced when the person who gave the first 
judgment was ascribed a leading position in the organization. In such situations, the extreme judgment of 12 
inches was adopted by the “following generations” with fewer deviations than in individual situations. In the 
organizational situation, the persons were also more certain regarding the accuracy of their judgment, and fewer 
persons found the judgment difficult. In another setting, the same persons were asked to give their judgment, but 
this time, another (instructed) person gave the first (much lower) judgment (0.5 to 2.5 inches). It could be shown 
that the resistance to change varied: the higher the degree of organization (fictional degree of institutionalization), 
the less the persons deviated from their initial judgment. These results suggest that under laboratory conditions, 
institutionalization processes, in this case regarding the judgment standard, occur. It is especially astonishing that 
institutionalization also directs perception and occurs in situations that are supposed to be not socially dependent. 

Source: Zucker (1977); based on TUrk (1997) 

Early institutional work was primarily theoretical, employing evidence in only an illustrative 
manner (Scott 1995: 63). Later, various types of empirical studies began to appear. These 
empirical studies range from public institutions, such as schools (Meyer and Rowan 1978, 
Meyer et al. 1981, Meyer et al. 1987), health organizations (Scott 1992), theaters, and 
museums (DiMaggio 1983, 1991) to studies of business organizations, such as the 
institutionalization of multidivisional organizations (Fligstein 1985), the dissemination of 
investor-relations departments (Rao and Sivakumar 1999), or the diffusion of quality 
management systems in Germany (Walgenbach 1998). Yet none of these empirical studies has 
systematically applied the concepts of the new institutionalism to schools of business. Against 
such a background, the following theoretical considerations along with the exploratory case 
studies aim to relate neo-institutional arguments to the special case of business schools to 
increase understanding of how business schools deal with conflicting expectations from their 
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institutional environment. For this reason, it will be primarily the macro or “environment-as- 
institution” approach used to analyze organizational change in business schools. 

2.5 Limitations of the Neo-Institutionalist Approach 

(1) Incoherence of theoretical arguments. As Tolbert and Zucker (1996: 175) note, it is 
ironic that the institutional approach has yet to become institutionalized. Zucker’s (1987) 
article on “Institutional Theories of Organization” suggests that there are plural “theories” 
with many different theoretical concepts rather than a single theory. In a similar vein, 
Donaldson (1995: 125) voices the criticism that “Institutionalism is overall an amorphous 
body of writing with some commonalities but lacks the formal structure of a coherent theory.” 
The use of the concepts and core ideas of institutional theory presented thus far has always 
been controversial among the various schools of institutional scholars (Scott 1995: 34). The 
result of these disagreements is that considerable differences exist in the use of the concepts, 
especially with regard to the terms institution and legitimacy (Walgenbach 1999: 341). The 
character of institutions as taken-for-granted has been singled out for attack, because, as 
Zucker (1991) pointed out, coercive isomorphism would contradict the routinized and 
unreflected aspects of institutions. Such disagreements led to the abovementioned 
differentiation of institutional theories and have furthermore evoked a “watering down” of the 
theoretical basis of neo-institutionalism. For instance, Zucker (1977) focuses on the processes 
of institutional change, Meyer and Rowan (1977) emphasize symbols and myths, and 
DiMaggio and Powell (1983) discuss three different isomorphic mechanisms taking place 
within an organizational field (see also Hasse/Krucken 1999: 23). 

Differences also exist regarding the degree of coupling between an organization’s formal 
structure and actual activities. While Meyer and Rowan (1977) assume a rather loose coupling 
and understand both levels as independent, Zucker (1991) argues that formal structures have 
structures with practical consequences (here, the judgment of the autokinetic effect). Also, 
DiMaggio and Powell (1983) believe that organizational practices and formal structures 
correspond to each other. Due to the many different “faces” of institutional theory, Scott 
(1987) believes that the theory is still in its adolescence. A harsher critique, however, is 
provided by Donaldson (1995: 128), who argues that institutionalism is unlikely to ever enter 
adulthood. 

(2) Organizations are seen as too passive. The major criticisms of neo-institutional theory 
have been its assumptions of organizational passivity and its failure to address strategic 
behavior (Oliver 1991: 173). The general theme of the institutional perspective is that an 
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organization needs to conform to social norms in order to survive (Covalski and Dirsmith 
1988: 563). Where change is taken into consideration, it is mainly attributed to extra- 
institutional shocks (Powell 1991). Institutionalists place their emphasis on how behaviors or 
structures are maintained through habits, conventions, or social obligations. People live in an 
“iron cage” (Powell and DiMaggio 1991): institutionalized and socially legitimized 
expectations and requirements determine organizational behavior. It is, however, seldom 
discussed what influence organizations exert on their environment. A contrasting view is 
provided by resource-dependence theory, which elaborates the advantages of noncompliance: 
“According to the resource-dependence perspective, firms do not merely respond to external 
constraints and control through compliance to environmental demands. Rather, a variety of 
strategies may be undertaken to somehow alter the situation confronting the organization to 
make compliance less necessary” (Pfeffer 1982: 197). 

(3) The rejection of functionalism. Mainstream institutional theory is based on the idea 
that the implementation of certain structures does not or at least does not significantly 
contribute to organizational effectiveness. Instead structures are created to attain legitimacy, 
they are of dubious efficiency and irrational, they are based on conservative ways of thinking 
(of the professions, etc.), they desire to attain funding, or they are enforced by the state 
(Powell and DiMaggio 1983). This implies that the institutions with which organizations 
interact, such as governments, banks, professional bodies, etc. have no interest in securing 
organizational effectiveness. Empirical evidence for this anti-functionalist view is still lacking. 
So far, it could not be established that structural elements have no functional value nor that the 
structures are adopted only as a facade (Donaldson 1995: 126-27). Since it is indeed 
questionable how and why the adoption of techniques that support and secure organizational 
survival can lead to inefficiency, this argumentation has been at least partly abandoned in 
newer versions of neo-institutionalism (Walgenbach 1999: 332). Instead, it has become 
increasingly accepted that the adoption of an institutionalized management technique can be 
associated with economic success. 

(4) The rejection of political phenomena in organizations. A significant critique of early 
neo-institutional theory invokes its inattention to phenomena such as power, interest, and 
agency within organizations: How do myths become institutionalized and who is involved in 
this process (see Tiirk 1997)? It seems appropriate to suggest that the ceremonial practices and 
institutionalized myths underlie partially conflicting interest of different organizational 
members. The questions that arise are, who does exert power to legitimize a structural element 
and how does it become institutionalized? 
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(5) Questionable distinction between Old and New Institutionalism. One feature of 
institutional writing is the insistence on differentiating between “old” and “new” 
institutionalism. Brint and Karabel (1991) criticize the new institutionalism and call for 
renewed recognition of the old institutionalism of Selznick and his followers. Selznick (1996: 
270) also questions the wisdom of drawing a sharp line between “old” and “new” institutional 
theory. Both the old and the new approaches emphasize the relationship between organizations 
and their environments, and both focus on inconsistencies between formal structure and 
organizational reality. Both approaches also agree that institutionalization constrains 
organizational rationality and stress the role of culture in shaping organizational reality. 
According to Selznick (1996), the only significant difference that appears in the new approach 
is the new focus on legitimacy as a sustained and driving force among organizational actors. 

Thus far, the work of new institutionalists has been used to provide a theoretical basis on 
which a framework for analyzing organizational change in business schools is built in the next 
chapters. In particular, the concepts of legitimacy, isomorphism, and decoupling will be 
utilized in order to increase understanding of how business schools deal with external 
demands from their institutional environment. Before applying these concepts to the special 
characteristics of higher management education institutions, the subsequent chapter will turn 
to the historical development of business schools in the three selected case countries. 




3 The Historical Development of Business Schools 

History matters, particularly for organizations. This has been pointed out in research on 
organizational learning (March 1999), in organizational psychology (Weick 1979, 1995), and 
in organizational sociology (Hannan and Freeman 1989; cited after Kriicken 2002: 23). Since 
the character of an organization develops over decades, its study requires historical 
exploration. Its character may be largely set during its initial years, which points to the path- 
dependent character of organizational structures. Stinchcombe (1965) provided evidence that 
existing organizations are imprinted by the environment period of their founding. Similarly, 
Kimberly (1975) and Boeker (1989) argue that the basic structure and configuration that 
organizations adopt is strongly influenced by environmental and contextual factors when the 
organization is started. 

There is also no doubt that “history matters” in institutions of higher education. This is 
pointed out by Kerr (1993), who argues that “higher education cannot escape history.” Since 
the oldest business schools are often also the most renowned and reputable organizations, a 
historical analysis seems to be essential for studying organizational change in business 
schools. To understand the continued existence of business schools and their rapid growth in 
both size and number, it is therefore necessary to pay attention to the economic and social 
context of the foundational period of business schools. 

3.1 The Development of American Business Schools 

The beginning of academic management education dates to the 1880s, when the first collegiate 
school of business in the United States was founded at the University of Pennsylvania. Today 
known as the Wharton School of Finance and Commerce, this school was established in 1881 
on the basis of a $100,000 gift from Joseph Wharton, a wealthy Philadelphia businessman who 
sought to create in the university a school that would offer a “liberal education in all matters 
concerning finance and commerce” (cited after Cheit 1985: 44). 

The Wharton School remained, for 17 years, the only independent business school, when in 
1898, two other collegiate schools of business were established: the University of Chicago and 
the University of California. Between the beginning of the 20th century and the First World 
War, 25 schools or departments of business were founded, including Wisconsin, Dartmouth, 
Vermont, New York, Illinois, Washington and Lee, Northwestern, Pittsburgh, Denver, 
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Georgia, Marquette, and Boston. When the Harvard Business School was founded in 1908, the 
subject “business administration” was already established at a number of other universities.’^ 

In 1916, the first accrediting agency, the American Association of Collegiate Schools of 
Business (AACSB) was founded. At roughly the same time, the first specialist journals 
appeared, general and business sector-related professional associations were established, and 
the job of the consultant came into existence. A couple of years later, business schools 
developed the field of executive education. In 1928, Harvard became the first university to 
expand its activities to executive programs (Staehle 1987: 68). The Massachusetts Institute of 
Technology (MIT) followed with its Executive Development Sloan Program in 1931 (Porter 
and McKibbin 1988: 258). However, not until the 1950s did several other universities began to 
provide executive programs (Porter and McKibbin 1988: 259). 

It was reported that between 1915 and 1924, “a veritable craze for business education 
...swept over the country ” (Bossard and Dewhurst 1931/1973: 253). However, the sharp 
increase in the number of new schools and the rapid expansion in enrollment occurred before a 
solid basis for academic work was developed. From the outset, education in “business 
administration” was strongly oriented toward practical concerns. Along with general 
commercial subjects (accountancy, mercantile law, etc.), some business schools, such as 
Harvard, provided sectoral management courses in such fields as industry, commerce, and 
transportation. For instance, for preparation for the railroad business. Harvard offered 
specialized courses in “Railroad Organization and Finance,” “Railroad Operation”, and 
“Railroad Making.” These new specializations were introduced, less because of any well 
developed knowledge base than because of high student demand (Porter and McKibbin 1988). 
Because the instructors in most of these subjects often lacked a scientific education and only 
relied on their personal experiences, “a considerable measure of improvisation and trial and 
error” in higher business education was inescapable (Pierson et al. 1959). 

As a consequence, the early years of academic business institutions in the United States 
were by no means free of controversy. In their major study of university education for 
business, Bossard and Dewhurst (1931/1973) bemoaned the high degree of specialization and 
the emphasis on training for the job. They argued that practically oriented specialized courses 



” The dean of the Harvard Business School at that time, Wallace B, Donham, placed special emphasis on 
practical matters of business. In his opinion, business decisions cannot be taught in a classroom in the same 
way as, for example, principles of mathematics. He found that the most effective educational scheme for 
developing manager abilities is to gain experience in making business decisions themselves. He therefore 
introduced the case method, which attracted a “warm support of influential businessmen” (Pierson 1959: 49), 
The Harvard example exerted an important influence on almost every business school during these years. 
Many other business schools around the globe followed this example closely. 
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were not particularly effective in preparing students for specific occupations. Another study 
came to the conclusion: 

“Within the field of technical business education there has often been such a 
proliferation of courses that it is scarcely humanly possible that the content can 
be of university or professional-school grade” (Marshall 1928: 95). 

Other academic disciplines were “bitterly opposed to the whole project” [the introduction of 
business studies at university level; comment HR] (Sedlack and Williamson 1983: 3-4). The 
common reaction from the academic community was that business schools had no place in a 
university (Cheit 1985: 44). For example, Thorstein Veblen (1918/1968: 154) argued that a 
college of commerce is “incompatible with the collective cultural purpose of the university. It 
belongs in the corporation of learning no more than a department of athletics.” He referred to 
business students dismissively as “captains of commerce” and claimed that the business school 
would not be nurtured and guided by their parent universities and would turn to practical 
concerns (cited in Cheit 1985: 45). 

Not only did the academic community turn its back on these business schools; even some 
parts of the business community opposed the newly created schools of commerce — despite the 
fact that business schools tried to pay special attention to the managerial point of view. 
According to Pierson (1959: 53), “many employers expressed the view that preparation in 
liberal art subjects was preferable to straight business training and that even graduate business 
work ran serious danger of being unduly narrow.” Despite such criticisms, American graduate 
business schools and the number of M.B.A.’s increased significantly: by 1955, business had 
become the most popular undergraduate major (Cheit 1985: 45). 

By the end of the 1950s, criticism had become so widespread that the Ford Foundation and 
the Carnegie Corporation initiated a comprehensive study of the entire field, which 
enormously influenced the course of business education (Cheit 1985: 45). Studies conducted 
by Pierson (1959) and Gordon and Howell (1959) confirmed that teaching as well as the 
research quality of U.S. business schools was generally low. These reports criticized the 
primary teaching pedagogy as descriptions of existing practices delivered in a lecture 
recitation format. Business schools were also criticized for low admission standards, high 
faculty teaching load, and high faculty/student ratio. 

Gordon and Howell (1959: 356) described the academic quality of business schools in the 
1950s as generally inferior to those of other university units: “The intellectual atmosphere in 
the business school frequently compares unfavorably with that in other schools and colleges 
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on the same campus.” Other concerns included inbreeding (hiring one’s own graduates), over- 
reliance on part-time instructors, and a low percentage of faculty members with a doctoral 
degree. Both reports were highly critical of the business schools’ research emphasis. “The 
business literature is not, in general, characterized by challenging hypotheses, well-developed 
conceptual frameworks, the use of sophisticated research techniques, penetrating analysis, the 
use of evidence drawn from relevant underlying disciplines — or very significant conclusions” 
(Gordon and Howell 1959: 379). Pierson (1959: 72) summarized the prevailing perception of 
business schools at that period of time: “[Business] schools have come to be rather generally 
identified with students of limited academic ability”. 

Shortly after the Gordon and Howell (1959) and the Pierson (1959) reports were published, 
business schools responded to these new demands by providing more coursework in the liberal 
arts. Furthermore, new doctoral programs were launched, with a much greater emphasis being 
placed upon methodology and quantitative analysis. The largest and most significant change 
occurred in the area of faculty development. Often, faculty members had lacked a Ph.D. 
degree and had previously been retired business people seeking a second career or part-time 
business people looking for a second salary. In order to enhance the image of the business 
faculty on campus and to increase the scientific base of the management discipline, faculty 
training was considerably improved. The AACSB standards were adapted, too: to be 
accredited, at least 75% of courses must be taught by Ph.D. -level faculty. In addition, business 
schools hired first-rate scholars from disciplines outside the business schools, including 
faculty members from the behavioral sciences, sociology, applied mathematics and 
engineering (e.g. Mason 1990, Capon 1996, Porter and McKibbin 1988, Oviatt and Miller 
1989). 

These strategies to improve the business schools image seemed to be effective, at least 
temporarily. As Cheit (1985: 46) observed, the quality of business students improved 
significantly and became comparable with applicants in the most demanding fields in 
academia. Forbes magazine (1977: 41-42, cited in Cheit 1985) described the M.B.A. degree as 
“second in esteem only to the coveted Doctor of Medicine as a passport to the Good Life”. 
The awarding of the Nobel Prize in economics in 1978 to Camegie-Mellon’s Graduate School 
of Industrial Administration professor Herbert A. Simon testifies to the higher standing 
attained by business schools. 

Concomitant to the increasing rigor of business administration, enrollment in business 
studies grew. M.B.A. degrees, rare before World War II, increased in the post-war era. Before 
1960, fewer than 5,000 M.B.A. ’s were granted annually. Thereafter, the number of M.B.A.’s 
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granted increased quickly (see Table 3). Along with a growing number of graduate degrees in 
business, the quality of the student body also increased, which is reflected in the test results for 
admission to graduate business programs.'® During the 1970s, the mean score of the test 
hovered around 460, whereas students at leading American business schools could reach 
scores between 650 and 720 in recent years, suggesting that the quality of applicants to 
business schools has increased significantly. 

Table 3: MBA Degrees Granted by U.S. Higher Education Institutions 





M.B.A. Degrees Granted by All U.S. Institutions | 


Academic Year Ending 


Number 


% Increase 


% of All Masters Degrees 


1965 


7,585 




7% 


1970 


21,325 


181% 


10% 


1975 


36,364 


71% 


12% 


1980 


55,148 




19% 


1985 




21% 




1990 




18% 


23% 


1995 


93,982 


19% 


23% 



Source: Degrees and Other Awards Conferred by Institutions of Higher Education: 1993-94, National Center for 
Educational Statistics, U.S. Department of Education (1998) 

During the 1980s, a new wave of criticism emerged, imparting such a strong change that 
March (1995, in Schmotter 1995) called it a counterrevolution. In contrast to the criticism of 
1959, which blamed business education for its lack of academic quality, the critics of the 
1980s claimed that business schools would be too academic and that business education had 
become largely irrelevant to business practice (Neelankavil 1994: 39). It was argued that due 
to the growing focus on research that could be observed in the 1960s and 1970s, many 
business schools and professors became detached from the practical world (e.g. Mason 1990, 
Cheit 1985). Others observed that business professors would communicate more among 
themselves than with executives, that much business research was inapplicable to “real” 
business problems, and that too many abstract models were taught in business classes (Oviatt 
and Miller 1989: 308). Some scholars were criticized because they seemed engaged in the 
pure sophistry of winning rhetorical debates (Astley 1985). One of the harshest criticism of the 
education provided by business schools came from those who believed that M.B.A. programs 
were merely “...a screening mechanism, not an educational experience” (Behrman and Levin 
1984: 146). 

Such criticisms resulted in the next serious debate about the nature and scope of collegiate 
business education, which induced another study on “the inadequacies of the present model of 
professional education to serve the future manager.” In contrast to studies from the 1950s, 



'® The “Admission Test for Graduate Studies in Business” (ATGSB) was launched in 1954. In 1974-1975 it was 
replaced by the Graduate Management Admission Test (GMAT) (Capon 1996: 21). Today, the average 
GMAT score is an important reputational indicator for leading U.S, American business schools. 
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Porter and McKibbin’s (1988) study was stimulated not externally, but by the AACBS itself. 
The two authors investigated Bachelor and M.B.A. programs at around 60 higher education 
institutions and interviewed business school representatives as well as practitioners from 
approximately 50 corporations. 

Porter and McKibbin (1988) found that business schools are generally criticized for (1) 
insufficient emphasis on generating “vision” in students; (2) insufficient emphasis on cross- 
functional integration between the disciplines; (3) too much emphasis on quantitative skills; 
(4) insufficient attention to managing people; (5) inadequate emphasis on international and 
ethical aspects of business; (6) insufficient attention to the external environment of business; 
and (7) poor communication skills (Porter and McKibbin 1988: 64-66). In summary, it 
criticized the considerable lack of practical relevance of the “academized” business school. 
The landmark report by Porter and McKibbin (1988) was a clarion call for business schools, 
and the pressures for change have intensified since its publication. Moreover, this study has 
had a tremendous influence in initiating and shaping the debate about the role of business 
schools and the adequacy with which they are serving their stakeholders (Mowday 1997: 335). 
Figure 1 : Growth in M.B.A, Degrees Awarded in the United States 




1961 ]9S1 1992 2000 

Year 



Source: Friga et al. (2003: 236) 

Besides the Porter and McKibbin report, there were business school critics who bemoaned the 
value and effectiveness of the traditional M.B.A.-type approach to management education. 
Mintzberg (1992) and Hayes and Abernathy (1980), criticized the “pseudo- 
professionalization” of many business study programs, which focus too narrowly on case 
studies and fashionable management concepts and are based on too simplistic assumptions 
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about organizational reality. Mintzberg (1992) even suggested that the more these Harvard- 
type‘s business schools succeed, the more U.S. businesses are likely to fail. Despite these 
criticisms, the M.B.A. degree saw its numbers increase during the 1990s (see Figure 1). 

In 2000, business degrees constitute over 23% of all graduate degrees granted (Statistical 
Abstract for the United States 2000). The M.B.A. is granted by over 660 U.S. institutions of 
higher education and 183 non-U. S. institutions that are recognized by the AACSB. Of the U.S. 
academic institutions, 399 are accredited by the AACSB, and another 99 schools are currently 
under accreditation review (Friga et al. 2003: 236). Business schools are often regarded as 
“cash cows” at American universities, because they offer an important revenue for many 
institutions, often operating at 10-20% positive operating margin (Friga et al. 2003: 236). 
Another lucrative source of income at U.S. business school is executive education. Over recent 
years, the declining amount of state funding for higher education has created serious financial 
shortages for public universities. As Zell (2001) observed, many business schools have 
resolved the financial difficulties by expanding their Executive Education programs. In some 
cases, the proportion of the business schools* revenue attributable to these programs grew 
threefold from 15% to almost 45% (Zell 2001: 325). 

Another trend over the past few years affecting business schools is the emergence of 
national university rankings published annually by the popular business press. In 1988, 
Business Week presented the first business school ranking based on surveys of Fortune 500 
recruiters and retrospective evaluations by M.B.A. graduates of their schools. Zell (2001: 326) 
reported in her case study of a business school at a large public research university that the 
national rankings have had profound effects on the business school. The rankings have 
intensified competition between business schools and have helped to transform students and 
recruiters into so-called “customers’* (Zell 2001: 336). This topic is taken up in greater detail 
in chapter 4.2.4. 

3.2 The Development of German Business Schools 

The historical development of German business education was rather uneven. Men of 
commerce and industry initially believed that academic education would lead away from 
commercial thinking and therefore, they were not receptive to academic training for merchants 
(Locke 1984, Schneider 2002). The majority of the commercial community opposed an 

The Harvard-type business school is often referred to as the “professional” model of business school, which 
has a strong focus on the case study method taught by professors who often possess practical work 
experience, e.g. in consultancy. This model stands in sharp contrast to the Graduate School of Business at the 
University of Chicago, which is often referred to as the classical example of an academic model of business 
school with a strong focus on theory and scientific methods. See (Capon 1996). 
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academic education for young businessmen, because they simply did not believe that a 
scientific education would have any value for merchants. At the turn of the 20th century, the 
board of the commercial society in Cologne (Handel svorstand der Kaufmannschaft zu Koln) 
stated that study at an academy or educational institution would not lead to a crucial 
advantage. Concerning an academic education the board added that “...every interruption of 
the occupational activity by absent-minded and strange provisions would exert a damaging 
influence on the learner’' (cited in Henning 1990: 54). Neither did the state see any reason why 
businessmen would need an academic education, since the traditional apprenticeship had 
sufficed for centuries (Franz 1998: 43). 

However, in the second half of the 19th century, the negative attitude toward academic 
education changed, at least in some parts of the business world. A study sponsored by the 
German Association for Commercial Instruction (Deutscher Verband fur das kaufmannische 
Unterrichtswesen) in 1896 revealed that the majority of respondents considered academic 
business education necessary (Benner 1934: 9). Ehrenberg asked 301 institutions and persons 
about their attitude toward higher business education and found that 249 respondents strongly 
favored the establishment of such institutions, 11 respondents were indecisive, and 41 
respondents opposed the project (Franz 1998: 44). However, it is important to note that the 
majority of Ehrenberg’ s respondents were commercial teachers, secretaries of the chamber of 
commerce, and representatives of the commercial schools, not representatives from the 
business community. 

This Ehrenberg survey is often referred to as one of the main triggers of the foundation of 
the German Handelshochschulen.^® A few years after its publication, the first business schools 
were founded: at Leipzig and Aachen in 1898, followed by Cologne in 1901 and Frankfort on 
the Main in the same year. These business schools were followed in the next 20 years by the 
establishment of similar schools in many other commercial centers of Germany (see Table 4). 

Nevertheless, the majority of the business community still doubted that management as an 
academic subject would serve the needs of a businessperson better than the conventional 
commercial schools and training on the job. In some cases, they even regarded a university 
education as harmful. In an article of the Kolnische Volkszeitung one author argued: “The 
purpose in life of business people is to earn money. This is not a science, but an art or at least 
a routine” (cited in Franz, 1998: 41). A student from the business school in Leipzig 
complained that banks were not willing to look at his job application because “. . .one does not 
accept university graduates” (“Man n^me keine studierten Herren!”) (cited in Lindenfeld 

In the following, the term “Handelshochschule” is used interchangeably with the term “business school.” 
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1990: 219). This critical attitude is also reflected in the student song presented at the opening 
ceremony of the business school in Cologne in 1898 (see Box 2).^' 



Box 2; Song at the Opening Ceremony of Cologne’s Business School 



Der Kaufmann will Gelehrter sein? 
Behiit’ uns doch der Himmel! 

Erfahrung leitet ihn allein 
Durch sein Berufsgetummel. 
Lasst Seewind ihm die Nas’ umwehn, 
Zur That ist er geboren; 

Die Theorie, die lass’ er stehn, 

Die ist fur Professoren! 
Valleri, vallera, valleri, vallera, 
Die ist fur Professoren! 



Wir kommen nicht, mit Theorie 
Die Augen zu bebrillen, 

Sind nicht einmal ausschliesslich hie, 
Um unseren Durst zu stillen. 

Wir wollen an der Wissenschaft 
Des Geistes Muskeln weiten 
Und dann mit doppelt schneid’ger Kraft 
Die wilde Praxis reiten. 

Valleri, vallera, valleri, vallera, 

Die wilde Praxis reiten. 



Source: Gildemeister (1901 : 7-8), cited after Nicolai and Kieser (2003: 589-594) 



Some researchers argue that the true reason for educating future businessmen at universities 
was not an academic advancement of management skills but to enhance the social status of 
businessmen (e.g. Franz 1998, Franz and Kieser 2002, Hayashima 1981, Locke 1984). Before 
the turn of the 20th century, the class of businessmen was in fact not very respected compared 
to the educated classes of bureaucrats, teachers, professors, medical doctors, and lawyers. As 
Locke (1984: 136) points out, it was this low opinion of merchants in Germany that led 
Mevissen, a Rhenish industrialist and politician, to set aside a million marks to establish a 
business school in Cologne in order to overcome the social divide between businessmen and 
other professions and educational elites: “He [Mevissen] had a social goal, for he sought to 
provide the sons of businessmen with academic degrees in order to raise, in an imperial 
Germany besotted with academic titles, the business profession to the social level of other 
university-educated professions” (Locke 1984: 136). 

Although Mevissen did not favor the inclusion of the business schools in traditional 
universities, he nevertheless emphasized the necessity to establish an academic institution, 
despite the lack of a suitable body of knowledge that could have been transmitted to the new 
business students. Mevissen in fact shared the view that universities were the arenas of pure 
Wissenschaft, i.e., of pure theoretical science, which would impede or even hinder the 
education of future business leaders: 



Another objection came from the Hamburg Chamber of Commerce, which opposed the trend of other large 
cities to establish business schools. The chamber argued that merchants learned the essentials of their trade in 
practice, not in the lecture hall. For that reason, an additional 2 years of higher education would only slow the 
training process (see Lindenfeld 1990). 
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“...cognition and knowledge have to be accompanied by deed and action and 
the particular conditions of doing and creating (Tun und Schaffen) move into 
the foreground. Understanding by itself, theory, is not helpful, but often 
hindering” (cited in Hansen 1906: 630). 

Hayashima (1981: 182), too, concluded that the business school movement in Germany was in 
fact a business class movement, the goal of which was to achieve equal rights with the 
“educated classes.” In a similar vein, Franz (1998: 30) points out that even those practitioners 
supporting the foundation of the business schools were not primarily concerned with an 
improved specialist education — their goal was primarily to improve the social status of the 
business community, too. In this respect, the introduction of management education at an 
academic level was primarily directed at diminishing the prestige differences between the 
business class and the educational elites, which was particularly deep-seated in Germany. 
Schar, one of the pioneers in German business administration, articulated this purpose: 

“The commercial community, one of the most important of business life, should 
be permitted to claim to belong to the same social status as the scientific 
occupations.” (cited in Franz, 1998: 32) 

The first German business schools were not only opposed by business practitioners but also by 
academia. European universities, especially those in Germany, were very hostile to the study 
of “useful” subjects. In 1902, the rector of the University of Wurzburg characterized the newly 
founded business schools as “perverse creations” (krankhafte Schopftmgen) lacking any right 
to exist because they did not have their own discipline. He insisted on closing this type of 
school and argued that it would be pitiful if even more such “abnormal” universities were to 
be created (Schanz 1902: 7). Professors raised the objection that business schools brought with 
them a dilution of academic content by integrating subjects into the curriculum that would 
belong in the secondary school, such as accounting and bookkeeping (Lindenfeld 1990: 221).^^ 
An education during the early years of the German business schools did not have much to 
do with what is called business administration (Betriebswirtschaftslehre; directly translated: 



It was therefore very difficult to establish a practical subject such as business with its profit orientation at the 
universities. In the 19th century, German universities were unique in the sense that they stressed scientific 
research and were considered to be “centers for serious scholarship and research” (Locke 1984: 168). This 
strong opposition was one reason why business schools in Germany were not incorporated into existing 
universities, but were developed as separate institutions. Due to the power of academic chair holders of the 
traditional disciplines and their Wissenschaft ideal, the Prussian state initially did not support the business 
schools, financially or organizationally. Instead, the first Handelshochschulen were organized and maintained 
by chambers of commerce, local coalitions of businesses and city administrators (Meyer 1998: 25), which 
also provided most of the funds. 
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business economics; in the following referred to as business administration) today Course 
contents as well as the admission requirements for business studies were problematic at the 
beginning, and, in part, these problems were not solved until the 1920s. The initial lack of 
competent scholars was a powerful obstacle for new business schools. Because business 
administration as a discipline did not exist, it was difficult to appoint appropriate candidates 
for these newly created chairs. Much of the teaching in Leipzig’s business school was done by 
former secondary school teachers, who mainly lectured bookkeeping and accounting classes, 
and even the same textbooks were used. Eugen Schmalenbach, whose influence on German 
business administration has been pointed out by many authors (e.g. Lindenfeld 1990, Engwall 
1992, Locke 1984), entered the business school in Leipzig in 1898 as a student without the 
Abitur. He described what the students encountered in Leipzig: 

“We, the initial academic commercial scientists, were damned critical. We were 
not satisfied with everything that Adler and Lambert and later Stem taught. 

What especially got on my nerves, was the cookbook recipe fashion with which 
commercial subjects were handled. “One does this, then one does this, then it is 
done right”... In a word we wanted more intellectuality (geistige Schulung) and 
less application of knowledge, yes and even false knowledge, and more 
attention in the subject matter to be paid to the present” (cited in Locke 1984: 

136). 

If business schools wanted to find acceptance in German academia, they had to overcome their 
image as pure pedagogical institutions and to conform to the research model of traditional 
disciplines (Engwall 1992). This change in values occurred only a few years after the first 
business schools came into existence. Isaac (1980) observed that between 1906 and 1918 the 
research output in the new field increased significantly under the decisive influence of Eugen 
Schmalenbach. During this period, the body of periodicals in business administration grew 
steadily. In 1906, Schmalenbach’s Zeitschrift flir handelswissenschaftliche Forschung (known 
today as Schmalenbach’s Zeitschrift fur betriebswirtschaftliche Forschung) was published for 



Following Seyffert (1971), the development of the subject can be divided into “old” and “new” business 
administration. Whereas old business administration lasted until the end of the 19th century, Seyffert (1971) 
dates the beginning of new business administration to the foundation of the business schools in 1898. The old 
discipline business administration comprises mainly the period between 1675 and 1804, which Seyffert 
(1971) has called “the phase of systematic action research” {systematische Handlungswissenschaft). In this 
period, a considerable body of works in the field of commerce has been produced. Exemplary authors for this 
phase are, for instance, Savary, Ludovici, Marperger, and Leuchs. The object of study was commerce with 
emphasis on domestic and foreign wholesale, but also topics such as the private environment of the 
entrepreneur were picked out as a favored object of inquiry. For example, many authors entered into the 
question, whether it would be useful to acquire financial resources through marriage and how risky such 
undertakings could be (Klein-Blenkers 1990: 98). 
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the first time; 2 years later, Heinrich Nicklisch edited the Zeitschrift fur Handelswissenschaft 
und Handelspraxis (known today as Die Betriebswirtschaft). These journals discussed 
professional subjects like accounting and engineering not from the viewpoint of the profession 
but from that of business-management science (Locke 1984: 222). 

Before World War I, business economists had already produced enough literature to 
generate their own so-called Methodenstreit (conflict of methods). This Methodenstreit lasted 
for several years. Researchers of the newly developing discipline as well as economists argued 
with each other over whether business administration was an autonomous subject with a 
systematic body of knowledge or a part of economics and over whether it was true science or 
an applied technology (Lindenfeld 1990: 222). Basically, the Methodenstreit dealt with the 
questions (1) which object of study should be investigated; (2) whether profit should be 
regarded as the main aim of entrepreneurial activities; (3) whether the discipline should be 
normative or value-free; (4) whether business administration is an applied or a pure science; 
and (5) whether business administration should be integrated into economics (Klein-Blenkers 
1990: 106).^' 

The real breakthrough for German business administration as an accepted academic 
discipline, however, occurred only when business schools acquired the right to grant doctoral 
degrees and were transformed into universities. This right had come first in Frankfurt and 
Cologne, because they were transformed into universities in 1914 and 1919, respectively. The 
independent business schools, such as Berlin, Munich, Nuremberg or Mannheim acquired this 
right only in 1926, when they were gradually absorbed into the economics departments of 
established universities. As Locke (1984) points out, the business school’s incorporation into 
established universities was sparked by financial shortages during the Weimar Republic. To 
save these schools from bankruptcy, the state provided additional funds (Locke 1984: 202). In 
return, the major business schools were integrated into the economics departments of German 
state universities between 1922 and 1931. Independent business schools soon disappeared 
completely from the German higher education scenery (see the chronology in Table 4). 

Whereas in 1900, business students could finish their studies in 2 years, the length of the 
study period by 1926 was already extended to 3 years (Locke 1985: 171). Habilitations, the 
necessary entry qualification for professorial posts in Germany until 2001, were permitted at 

It is not possible in this work to dwell on the single controversial subject, it is referred to Schneider (2001). 
Two more Methodenstreits followed: In the late 1920s, Rieger (1928: 81) followed — as opposed to 
Schmalenbach — a rather theoretical conception of business administration; he also clung to the old term 
Privatwirtschaftslehre (Locke 1984: 159). In a third Methodenstreit^ Gutenberg and Mellerowicz argued over 
whether business administration should follow a rather mathematical-deductive approach (Gutenberg’s 
position) or an empirical -deductive and thus practically oriented approach (Mellerowiczs’ position) (Zwyssig 
2000: 40-41). 
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the business schools from the beginning.^^ Schmalenbach wrote his habilitation (unfortunately, 
it was lost) and was promoted to professor at the business school in Cologne by 1903, without 
having previously earned a doctorate (Schneider 2001: 195). However, by the end of the 
1920s, the criteria to evaluate professorial candidates in business administration changed: it 
became increasingly difficult for persons without research degrees to get an appointment to 
professorship in business schools. 



Table 4: Milestones in the Evolution of German Handelshochschulen 



Year 


Initiative for Foundation 


1896 


Survey sponsored by the German Association for Commercial Instruction 


1898 


HH Leipzig: founded by the chamber of commerce; supported by the city of Leipzig 


1898 


HH Aachen: founded by the chamber of commerce in Aachen and smaller friendly societies 


1901 


HH Cologne: supported by the Gustav-von-Mevissen foundation as well as the city of Cologne 
and private donators 


1901 


HH Frankfurt/Main: initiated by the city of Frankfurt and wealthy citizens 


1905 


Foundation of the Verband der Inhaber deutscher Handelshochschuldiplome 


1906 


Schmalenbach 's Zeitschrift fur handelswissenschaflliche Forschung (today: Schmalenbach 's 
Zeitschrift fur betriebswirtschaftliche Forschung 


1906 


HH Berlin: founded by a cooperation of businessmen (comparable to a chamber of commerce) 


1908 


Zeitschrift fiir Handelswissenschaft und Handelspraxis (later: DBW) 


1908 


HH Maimheim: establishment in close cooperation with the university of Heidelberg; supported 
by the chamber of commerce 


1910 


HH Munich: established and financed by the local business community 


1914 


the HH in Frankfurt becomes the University of Frankfurt 


1915 


HH Konigsberg: transformation of the local commercial school into a business school; supported 
by the business community 


1919 


HH Cologne becomes University of Cologne; HH Nuremberg 


1922 


Co-optation of HH Munich to Wirtschaftswissenschaftlichen Fachbereich at Munich University 


1924 


F. Schmidt edits the first issue of the Zeitschrift fur Betriebswirtshaft (ZfB) 


1926 


HH Berlin: right to grant Ph.D. (Doktoratsrechts) 


1929 


HH Mannheim: Doktoratsrecht 


1930 


Leipzig, Konigsberg, Nuremberg: Doktoratsrecht 


1931 


Incorporation of HH Leipzig to Wirtschaftswissenschaftlichen Fachbereich at University of 
Leipzig; Incorporation of HH Berlin to Wirtschaftswissenschaftlichen Fachbereich at University 
of Berlin 



Source: Adapted from Meyer (1998: 21) 



When the National Socialists came to power in 1933, the working conditions at the 
universities were affected considerably due to both personnel and financial shortages. Within a 
few months, one quarter of the professors were released and often persecuted.^^ Other 



The Habilitation is a postdoctoral qualification and was for a long time the only way to professorship at 
German universities. It is awarded by universities and equivalent higher education institutions, usually on the 
basis of a postdoctoral thesis or equivalent publication activity of the researcher. With the introduction of the 
junior professor position in 2001, the habilitation has formally been abolished. The purpose of the junior 
professorships is to lower the average age of German professors and to help young academics to gain faster 
independence. 

For example, Alfred Isaac, successor of Wilhelm Rieger in Nuremberg since 1928, was forced to give up his 
professorship in 1934. He was appointed at the University of Istanbul, where he continued his career as 
business administration professor; he returned to Gdttingen in 1950. In 1933, Eugen Schmalenbach, whose 
wife was Jewish, applied to retire; he started teaching again in 1945 in Cologne. The National Socialists 
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professors in business administration, especially those who expressed ethical-normative 
statements, became followers of the National Socialist ideology, such as Nicklisch, Sandig, 
and Thoms (Schneider 2001: 230). It is difficult to assess in detail how and to what extent the 
newly created discipline has been damaged by National Socialist power. It is generally 
accepted that without the devastating influence of the National Socialists’, specific schools of 
thought could have had much earlier an inspiring influence on the scientific community 
(Schneider 2001). Before the World War II, the scientific community of business 
administration affected all German-speaking countries, Scandinavia, and Japan, and to a lesser 
extent some of the Slavic countries. After the war, the influence of German business 
administration in Japan vanished considerably, in Scandinavia extensively, and in the Slavic 
states until the 1990s completely (Schneider 2001: 236). 

As early as 1945, the second generation of university professors began to rebuild the 
discipline of business administration. Immediately after World War II, the study of business 
administration required five to six semesters. In 1954, publications and course materials had 
increased significantly so that the length of study in business administration was extended to 
eight semesters. During this period, academic business education had also been adopted by the 
majority of the German universities. A numerical overview over the students and 
professorships in business administration for Germany is presented in Table 5. 



Table 5: Development of Student Numbers and Professorships 





Students 


Professors 


Year 


Business 

administration 


Wirtschafts- 

wissenschaften 


Political 

Economy 

(VWL) 


Business 

Administration 


Economics 


1910 


1.745 




1,322 


45 (full-time 
lecturer) 


43 


1920 


7,030 




9,214 


6 


54 


1923 


13,592 




14,197 


14 




1938 


3,297 




2,101 


15 


48 


1953 


11,223 


114 


5,786 


26 


56 


1970 


22,755 


4,632 


11,627 


128* 


150 


1982 


36,016 


31,558 


17,826 


646 


131 


1992 


92,207 


58,756 


25,379 


616 


229 


1998 


72,292 


58,756 


21,781 


811 


251 



* (incl. Switzerland and Austria) 



Source; adapted from Schneider (2001 : 237) 

Changes did not only occur in the institutional infrastructure of business schools. Also the 
theoretical basis of German business administration underwent considerable transformations — 
particularly in the postwar period. In the 1970s, research activities in German business 



denied Wilhelm Rieger two appointments; he could stay in Germany, but was not allowed to publish his 
“Introduction to Private Economics” (Schneider 2001). 
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administration discipline became increasingly specialized. Until the 1960s, German business 
administration was predominantly structured by different branches (Wirtschaftszweiglehren) 
such as banking, insurance, or industry. During the 1970s, this differentiation was more and 
more replaced by a functional differentiation based on different corporate functions such as 
human resources, marketing, finance, and production. The growing functional differentiation 
has been accompanied by a shifting emphasis away from neo-classical approaches toward 
more interdisciplinary and decision-oriented approaches (Meffert 2002: 137). 

Concomitant with these developments, the German business community repeatedly 
criticized the national university system for failing to serve its needs. The study of business 
administration at German universities was increasingly considered too academic and not 
sufficiently practical (Kipping 1998: 99). Despite such criticism, the demand for degree 
holders in business administration has increased significantly since the 1970s. Furthermore, 
the number of academic chairs in business administration increased more than 10-fold 
between 1960s and the 1980s (Wohe 1990: 224). The growth of teaching capacity can be 
attributed to the higher education reforms and universities established since 1968. Since then, 
the number of business students increased significantly from 20,000 in 1970 to more than 
100,000 in 1988. This development entailed the adoption of admission restrictions, which has 
affected all universities since the mid-1990s (Kieser and Kiipper 2002: 1). During the 1990s, 
the number of business students peaked at 138,000, after which student demand for business 
administration slightly decreased. Nevertheless, the number of graduates has doubled in the 
last 12 years to around 26,000 graduates each year (Kieser and Kiipper 2002: 2 )}'^ In 
2001/2002, business administration is the most popular and demanded course of study: 7,9 
percent of German students are enrolled in this subject (Statistisches Bundesamt 2003: 392). 

According to the Rector’s Conference, there are currently 292 possibilities to study business 
administration at German higher education institutions.^^ More than one-third are enrolled at 
the 12 biggest university departments of business administration (Cologne, Munster, 
Hamburg, Frankfurt/Main, Mannheim, Gottingen, Paderbom, TU Berlin, Aachen, Erlangen- 
Numberg, Augsburg, and Munich) (Staufenbiel et al. 1995: 35). Besides the conventional state 

The development of business administration in the former GDR was quite different: in 1 95 1 , the academic 
chairs in business administration were disbanded. Some parts of business administration were adopted by the 
Marxist-Leninist-Economic Sciences {Marxistisch-leninistische Wirtschaftswissenschften) to support the 
economic system of socialism. Objects of study included not only the single business enterprise, but was also 
expanded to the field of political economics. At the same time, key issues in business administration were 
excluded, such as the control of the business enterprise through the market mechanism. For an overview of 
business administration in the GDR see for example Schneider (1997). Altogether, business administration in 
the GDR had to serve governmental needs and to follow the direction determined by policy makers, which is 
particularly reflected in the fact that publications were subject to censorship (Meffert 2002: 138). 

See https://www.forum.de/de/forumAiochschule/fachrichtungen/wirtschaft/bwll.html, 2003-1 1-07. 
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universities, technical universities, universities of applied sciences and also an increasing 
number of private higher education institutions provide study programs in business.^^ Private 
universities in Germany usually offer a compact and tightly organized study program and 
requires compulsory attendance of 30 hours per week (Staufenbiel et al. 1995). They are 
known for their relatively short duration of study and a practical orientation at the 
undergraduate level. 

Another change in recent years in German higher management education is the increasing 
orientation towards the North American research context (e.g. Gmiir and Thomae 2002). This 
is reflected in the growing portion of seminars held in English, the edition of the sbr 
(Schmalenbach’s Business Review), which publishes research in German business 
administration, and the increasing number of articles published in international and 
particularly North American research journals (Picot 2002: 168), The growing 

Americanization of German organization theory has been illustrated by Gmiir and Thomae 
(2002). They conducted a citation analysis and compared publications in organizational 
research over different periods of time, finding that the German citation structure and the 
number of references per article had converged toward the American research context (Gmiir 
and Thomae 2002: 236-57). 

A further indication of the growing Americanization of German academic management 
education are the American academic degrees increasingly offered by German institutions of 
higher education. Since the late 1990s, predominantly private universities and universities of 
applied science have expanded their study programs leading to an M.B.A. degree. In 2003, 
more than 70 M.B.A. programs were provided by German higher education institutions.^'^ The 
internationalization of academic degrees has been further reinforced by the so-called Bologna 
declaration, in which 29 European countries agreed to adopt a system of easily comparable 
degrees in order to promote the international competitiveness of the European higher 
education system and to facilitate the employability of European university graduates. In 
Chapter 6, the changes currently taking place in the selected higher education system will be 
discussed in further detail. 



It is important to distinguish between state-approved private universities and those which have not been 
awarded state recognition. Among the former are the E.A.P. Berlin, the WHU Koblenz, Witten-Herdecke 
University, the BBS Oestrich-Winkel, the re-opened Handelshochschule Leipzig, and the International 
University of Bremen. 

See http://www.azur-online.de/html/MBA_GER.html, 2003-11-16. 
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3.3 The Development of Swedish Business Schools 

Among the Nordic countries, Sweden was the first to introduce business studies at the 
university level.^' As in the United States and Germany, the first business school — the 
Stockholm School of Economics (SSE) — was founded on private initiative. The influential 
banker Marcus Wallenberg, whose family had close links with many Swedish companies, 
supported the foundation of the SSE financially. He donated 100,000 Swedish crowns for the 
business school. The motive of the donor was the same as in the United States and in 
Germany: that business schools should help primarily to improve the reputation of 
businessmen (Engwall 1992: 28). Wallenberg’s donation to establish a business school in 
Sweden did not specify how the new school should differ from the existing commercial 
colleges. Also Nordfelt (1943: 94) argues that “What they learnt at the school was of minor 
importance to (Wallenberg)”. 

As in the United States and Germany, it was extremely problematic to find an occupant for 
this chair. One major influence when it came to organizing SSE and the development of 
business administration in Sweden was Germany (Wallerstedt 2000, 416). This early influence 
was a consequence of Germany’s status as the dominant trade partner for Swedish industry in 
the late 19th century (Jonsson 1996: 438), German universities were often the destination of 
study trips of Swedish professors and students (Engwall 1992). Moreover, Swedish 
institutions of higher education were modeled after the German research university with its 
Humboldtian ideal of the unity of teaching and research (Bennich-BJorkman 1997). The 
influence from Germany is also reflected in the fact that Swedish business schools took and 
still use the name handelshogskola, which is a direct translation of the German 
Handelshochschule. 

Owing to these close relationships between Sweden and Germany at the turn of the 20th 
century, the first president of the newly created Stockholm School of Economics, Hallendorf, 
contacted Eugen Schmalenbach, professor in Privatwirtschaftslehre at the Handelshochschule 
in Cologne. Schmalenbach himself did not accept the offer to be appointed to the SSE faculty. 
Instead, he served as an advisor to the director of SSE in order to find a suitable German 
professor in business administration for the Stockholm chair (see Box 3). 

Early Swedish business administration was strongly shaped by German theorists, particular 
by the work of Eugen Schmalenbach. Wallerstedt (2000: 417) notes, Schmalenbach clearly 
imprinted the Swedish approach to management education in its early years as an author of 
important books and articles. Furthermore, the first three Swedish professors in the field of 
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business administration, Ernst Walb (1909-1911), Oskar Sillen (1911-1951), and Walter 
Mahlberg (1923-1926) were all students of Schmalenbach. Ernst Walb used almost 
exclusively German literature. Even though Walb lacked the proper academic qualification, he 
was offered a full professorship at SSE in 1910. His competitor on the professorial board, Eli 
Heckscher, who held the chair of economics at that time, was less enthusiastic about this 
decision, saying it “would have been impossible in any other subject at the school” 
(Wallerstedt 1988: 42). As in the other countries, the established disciplines refused the 
creation of management as an academic discipline. 

Box 3: Schmalenbach on his German Colleagues 

Schmalenbach assisted Hallendorf, the first director of SSE, in finding suitable candidates from Germany to 
fill the first business professorship at SSE. In his first letters to Hallendorf, Schmalenbach discussed his 
colleagues from Frankfurt, Leipzig, Berlin and Cologne in very outspoken terms: 

„Nicklisch in Leipzig, for instance, was described as 'unvertraglich und herrisch' and Hamisch in Cologne 
as 'tuchtig, aber nicht in der Praxis gewesen, daher ein Lehrbuch-Mann'. Harzmann, also from Cologne, was 
referred to as a 'Praktiker', and when he thought about Schar in Berlin Schmalenbach decided that Hallendorf 
would find him 'zu teuer'. Leitner in Cologne was portrayed as 'einer unserer tiichtigeren Dozenten, 
auBerordentlich ehrgeizig, leider arbeitet er ein wenig schnell' . Obst was 'eine aufgeblasene Null' 

Finally, Calmes was describes as 

“noch sehr jung (etwa 27), wartet sehnsuchtig auf Berufung. Er ist ein aussichtsvoUer junger Mann, der 
sicher noch recht Gutes leisten wird. Leider ist seine Schule nicht streng genug gewesen, er arbeitet wie 
Leitner zuweilen recht leichtsinnig. Aber er kann auch anders. Wenn Sie ihn noch einige Jahre in strenger 
Schule halten konnten, wiirden Sie vielleicht Freude an ihm haben. Er ist etwas zu friih selbstandig geworden. 

Charakter ofFen, umganglich.“ 

Source: Cited in Wallerstedt (2000: 418). 

When Walb left SSE for an appointment as professor at Cologne in 1911, Hallendorf again 
contacted Germany for suitable candidates. The SSE board appointed to the vacant chair 
Oskar Sillen, a Swede who had graduated from the Stadtische Handelshochschule Cologne in 
1905 (Wallerstedt 2000: 423). Sillen’s approach to business studies was closely connected to 
Schmalenbach ’s conception of academic business education, i.e. that scientific knowledge 
should be directed toward assisting practice. Like Schmalenbach, Sillen therefore combined 
his scientific work with practical activities as an auditor until the end of his professorship. 
According to Hensmann (1969: 55), the fact that German research in the field of business 
administration enjoyed a high prestige for a long time is due to the ideas of Sillen, who 
incorporated the German model (particularly Schmalenbach ’s approach) and transferred it to 
the Swedish conditions. He was, as one of his students pointed out, in some way the “envoy” 
of the German Betriebswirtschaftslehre. 

Fourteen years after the founding of SSE, a second business school was founded in 
Gothenburg (HHG). In contrast to SSE, the Gothenburg school initially had serious problems 
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in finding a sufficient number of students, because the HHG faced strong competition from a 
practical trade school located nearby. Like SSE, its counterpart in Gothenburg faced similar 
problems in finding appropriate candidates for filling vacant professorships. Walter Mahlberg, 
a former student of Schmalenbach, was appointed to the first professorship in business 
administration at HHG; 3 years later, he left the university and handed the chair over to the 26- 
year-old Albert ter Vehn, For 25 years, he was the only representative of his discipline at 
HHG, educating several generations of business economists and thereby exerting a decisive 
influence on the development of Swedish academic business education (Hensmann 1969: 56). 

Already by the 1920s, the academic orientation of the SSE started changing; as a result of 
study trips to the United States made by professors and students the orientation towards the 
German model of business education was substituted by an orientation towards the U.S. 
According to Rasmusson (1985: 130, cited in Engwall 1998: 78), Sweden changed after the 
Second World War from “being one of the most Germanized countries in Europe [to being] 
one of the most Americanized,” One example of an increasing orientation toward the 
American model is the increasing number of U.S. textbooks used in the classes. The amount of 
textbooks and other course materials utilized in Swedish business administration programs 
outnumbered already during the 1930s the number of German books and articles (Engwall 
1992, Engwall et al. 1987). 

In the post-war period, practical experience was still appreciated, but its relative weight 
decreased in favor of scientific competence. While the first professor at SSE had no research 
record and was appointed on the basis of his practical experiences, the evaluation criteria for 
selecting candidates for imiversity chairs shifted more and more toward academic merits 
(Engwall 1986). During the 1960s, practical experience as appointment criterion was dropped 
completely and academic merits were given total priority (Engwall 1994: 56). Further steps 
towards the scientification of business studies in Sweden were taken in 1943 and 1946, when 
the licentiate and doctoral degrees were introduced. In the early 1950’s the tuition and private 
funds — the business schools’ main sources of finance — were partially substituted by 
governmental financing. Therefore, the reorientation of the evaluation criteria went along with 
an increasing influence from the Swedish government and a decreasing power of the business 
community. 

The number of chairs in business administration at higher learning institutions started to 
grow at the end of the 1950s and the beginning of the 1960s. At that time, chairs in 
accounting, marketing, organization, and managerial economics had been established at HHG 
as well as SSE. In 1961, HHG was taken over by the state, and 10 years later became part of 
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Gothenburg University, whereas SSE remained an independent school with partial state 
support only (Engwall 1992: 34). In the same year, academic chairs in business were created 
at the University of Lund and the University of Uppsala. Unlike the foundation of the two 
other schools, the support for the introduction of business studies at university level did not 
come from wealthy businessmen, but from the Swedish government (Engwall 1986). As a 
result of the government’s desire to improve the opportunities to acquire a business education 
at an academic level, professorships in business administration were established at the 
Stockholm University in 1962 and 1964 as well as at the University of Umea in 1965. At 
Uppsala, business administration was offered in combination with other subjects as part of the 
Faculties of Arts and Law. 

In the late 1960s and in the first years of the 1970s, student enrollment increased so rapidly 
that the demand for teaching could not be met. Therefore, doctoral students with less 
developed ties to industry were drawn into heavy teaching commitments. This growth of 
young faculty provided the platform for more academic business administration research. 
According to Jdnsson (1996: 442), this generational shift goes hand-imhand with the break 
with German influence on business administration in Sweden. The doctorates based their 
research mainly on American literature, and only the older generation of professors 
maintained active contacts with German academia.^^ 

The teaching of business administration at the university level is not restricted to the six 
institutions mentioned thus far. A number of other academic institutions also offer collegiate 
business education. These include different local colleges without chairs in the subject and 
academic institutions specializing in agriculture, forestry, and technology (Engwall 1992: 25). 
The local colleges were created on the basis of the 1963 Government Commission on the 
universities. This commission proposed that affiliates of the universities of Gothenburg, Lund, 
Stockholm, and Uppsala be set up in Vaxjd, Linkdping, Orebro and Karlstad. The purpose of 
these affiliates was initially to provide education, not to conduct research. Several more 
institutions of this kind were founded in subsequent years. However, over time university 
colleges, too, began to increasingly strive for academic recognition, resulting in a growing 
research involvement and productivity of this type of higher education institution (Engwall 

This shift corresponds to a large extent to the importance that leading Swedish management researchers 
attached to the today’s almost legendary GSIA Camegie-Mellon symposium in Gothenburg in the summer of 
1968 (Jdnsson 1996: 442). From then on, leading researchers of the Carnegie School (Cyert, Simon, Cooper, 
etc.) strongly influenced Swedish management research, and a research-oriented generation of young faculty 
appeared (Jdnsson 1996: 441). Since the end of the 1960s, the criteria for evaluating professorial candidates 
particularly focused on organization theory as a new foundation for qualified work in business administration 
(Engwall 1985: 30). It is therefore sometimes argued that this symposium has added a distinctively 
sociological flavor to Scandinavian management research. 
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1992). According to Engwall (1992), different phases of the institutionalization of Swedish 
higher management education can be distinguished, which are depicted in Table 6. 

By 1985, 14 local colleges provided academic management education; some of them 
offered only 1 year of teaching in business administration, while others, such as Vaxjo and 
Karlstad, provided complete business studies. Since the late 1980s, the local colleges were 
endowed with additional resources in order to provide further business courses (Engwall 1992: 
38). Today, 25 higher-education institutions offer programs in business administration in 
Sweden. In 2002, business administration constituted the second largest subject in Sweden. 
Only mathematics, which is often required for other fields of study, is larger in terms of 
student enrollment (Hogskoleverket 2002: 1). 



Table 6: Five Epochs in Swedish Business Administration 



Epoch 


Features of the Epoch 


Pre 1909 


An epoch of unsuccessful attempts: Attempts to introduce the discipline into the university 
with only short-term success. Resistance from the academic community. 


1909-1932 


An epoch of commercial techniques: Establishment of the discipline with the successful 
foundation of two business schools on private initiatives. Only one professor in each 
department. Accounting predominates. 


1933-1956 


An epoch of consolidation: Additions of chairs to the established schools and to specialized 
institutions. Increasing demand for business education. Attacks on the duopoly, which fights 
back. Financial support from the government. 


1957-1968 


An epoch of entries: Support from the government creates departments of business 
administration in all universities. The number of chairs more than doubles. HHG is taken 
over by the state. 


1969-today 


An epoch of expansion: Great expansion of research and teaching in business 
administration. The introduction of new Ph.D. programs. Expansion of business 
administration into local colleges. In 2002, 25 institutions have established departments and 
chairs in business administration, which represents the second largest academic subject in 
Swedish higher education (after mathematics). 



Source: Adapted from Engwall (1992: 41). 

3.4 Conclusion 



The historical perspective of business schools in the countries discussed displays some 
parallels. The development of American and Swedish business schools exhibit patterns similar 
to those in Germany: resistance from the academic world and resistance from the majority of 
the business community, but support from wealthy businessmen. The strong opposition in the 
foundation period of business schools seems even more astonishing if one calls attention to 
how naturally management and business courses are taught at today’s universities and that 
business research is an accepted field of study. 

Until today, business schools have been subject to severe criticism, e.g. for being too 
academic, too eclectic, too quantitative, too anecdotal, too far away from the “real world”, or 
too simplistic (e.g. Cheit 1985). These criticisms are expressed by a very distinct set of 
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stakeholders, e.g. from students, recruiters, government, or business press. The discussion in 
Germany whether the portion of the university education in business administration should be 
reduced in favor of the universities of applied science also reflects the view that current 
university education fails to serve its purpose (Weber 1996: 82). However, despite this 
criticism, the necessity of the business schools' existence is rarely questioned. 

Although such fundamental criticism is rather infrequent, it is clear that in contrast to other 
faculties and professional schools, the acceptance of business schools is not as self-evident as 
the education of physicians in medical schools. Against the background of the partly severe 
criticism expressed to date, its seems necessary to take a closer look at the processes that led to 
the institutionalization of business schools. How could business schools siirvive as an 
academic institution in their early years, if they were neither supported by academia nor by the 
state and large parts of the business community? What are the reasons that society eventually 
came to accept business schools as legitimate? Why does society believe that business schools 
are an appropriate and efficient way of educating prospective managers? How could business 
schools manage to become institutions? In the next Chapter these questions will be addressed 
theoretically by utilizing the neo-institutional concepts discussed in Chapter 2. 




4 Business Schools from a Neo-Institutional Perspective 

At first sight, business schools are the major success story of 20th century higher education 
(Pfeffer/Fong 2002: 78). Business schools have spread throughout the world since the end of 
the 19th century. Particularly since the Second World War, there has been a considerable 
growth in provision for management education in Europe (e.g. Friga 2003, Engwall 2000, 
Kieser and Kupper 2002). In 1996-1997, more than a quarter million undergraduate degrees in 
business were awarded by U.S. higher education institutions (AACSB Newsline 1999, cited in 
Pfeffer and Fong 2002: 78). Business education has also spread throughout Asia. Today, 
academic business studies represent a significant part of the higher educational system in 
many countries (Engwall 1998), and business schools have become key institutions for the 
selection of top managers and the dissemination of managerial concepts (Sahlin-Andersson 
and Engwall 2002, Crainer and Dearlove 1998, Thrift 1999). 

Is the remarkable expansion of higher management education around the world attributable 
to the “technical efficiency” of business schools? Did business schools become accepted 
because their educational products proved more valuable and effective than those of non- 
academic institutions? Based on the literature on the foundation period of business schools, 
this view finds support. It is often argued that concomitant with the rise of the large-scale firm 
in the late 19th century (e.g. Chandler 1978), production and coordination processes became 
increasingly complex, which in turn made it necessary to approach developing problems in the 
business world scientifically (e.g. Steinmann and Schreyogg 1991, Engwall 1992). As Fehling 
(1926: 545) notes: 

“In the same way that the rapid technological development brought about new 
types of schools and placed them beside the old university the institute of 
technology, the development of an increasing complex economic and business 
life caused the foundation of schools of commerce designed to educate the 
young generation of prospective businessmen.” 

This “efficiency-based” explanation of the emergence and growth of business schools is based 
on the view that the impetus for their foundation came firom the labor market. Business 
schools were created to close a gap in demand for academically educated managers, who 
could, due to their academic education, better deal with the new challenges arising from an 
increasingly complex business landscape. 

In the literature and the business press, the following functions of business schools that are 
based on this efficiency-based view can be found (see also Cyert and Dill 1964): 
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(1) Knowledge production. Business schools are expected to produce and disseminate new 
knowledge relevant to the business community for improving business practice and for 
improving the management of interrelationships between economic institutions and the rest of 
society. 

(2) Human resource development. In general, business schools are expected to produce 
educated persons that are able to deal with complex business problems. According to Cyert 
and Dill (1964: 221), business schools need to “help students to acquire knowledge and skills 
that they need to function effectively and responsible as managers and as support personnel to 
business and industry.” In a manner not unlike the training of a carpenter these schools are 
seen to provide business students with knowledge required for successfully performing 
managerial activities on the job later on. 

(3) Filtering. Arrow (1973) has emphasized that an important function of higher education 
institutions is the filtering of human capital. In this respect business schools are expected to 
promote the best possible allocation of human resources into business-related positions. 

(4) Certification. Another important function of academic management education is to 
certify that business students have successfully completed a university education. According 
to Whitley (1981: 3), business school certificates have been adopted by many employers as a 
major means of rationalizing their recruitment and promotion decisions and of ensuring the 
minimization of employment “mistakes.” 

However, explaining the success and dissemination of business schools from an “efficiency- 
based” point of view is problematic for two reasons: (1) the “technical efficiency” of business 
schools is difficult to assess; until today, the empirical evidence that the educational 
“products” of business schools are more “effective” at preparing business students for 
management practice is scarce (e.g. Pfeffer and Fong 2002), and (2) the impetus for the 
establishment of business schools did not come from the labor market. In fact, many business 
practitioners opposed the introduction of business at higher education institutions. 

(1) The efficiency-based explanation assumes that business schools became so successful 
because the consumption of their educational products proved more valuable and effective 
than those of other institutions, e.g. commercial schools. However, business schools are in the 
“knowledge business,” and it is problematic to assess the impact of the business school’s 
“technical operations” (e.g. curriculum, research, teaching quality) on business practice. Like 
all educational institutions, business schools employ problematic technologies (Baldridge 
1983: 40). Serving business school students is not easy to accomplish, to evaluate, and to show 
short-term success. Pfeffer and Fong (2002: 78) recently noted. 
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“Although business school enrollments have recently soared and business 
education has become big business, surprisingly little evaluation of the impact 
of business schools on either their graduates or the profession of management 
exist. What data are there suggest that business schools are not very effective: 

Neither possessing an M.B.A. nor grades earned in courses correlate with career 
success, results that questions the effectiveness of schools in preparing their 
students. And there is little evidence that business school research is influential 
on management practice, calling into question the professional relevance of 
management scholarship.” 

That it is so difficult to establish a direct link between academic management knowledge and 
its impact on business practice is partly attributable to the nature of managerial work. 
Managerial work is highly context-dependent. Managerial tasks vary between employers, 
firms, industries, and countries, and it is thus difficult to define a standardized set of skills that 
can be applied to a variety of situations (Whitley 1988a, b). This differs from the medical 
profession, where the knowledge base can more easily be linked to a fairly standardized set of 
problems, namely the human body. In contrast to business students, medical students can 
therefore be educated in a relatively standardized way for relatively standardized problems 
(Whitley 1988b: 26). 

Given the contextual and relatively unstable nature of managerial work, it is problematic to 
define and generate an abstract body of management knowledge that can be applied to a 
variety of practical situations. As Whitley (1988a: 56) notes, the management sciences have 
not yet developed the necessary components of successful managers’ skills nor have they 
generated theoretically derived rules that are incorporated into business routines and practices. 
In fact, the transfer of management knowledge into business practice is much more difficult 
and complex than it is often assumed by the public or policy makers (e.g. Nicolai 2000). As a 
consequence, it is difficult to establish a relationship between academic business education 
and a student’s problem-solving abilities in management practice. Due to the equivocal link 
between an academic education and practical performance in business life, it is not very likely 
that the so-called “techno-economic” operations of business schools — e.g. the transmission of 
scientifically based management knowledge — explain why business schools could become so 
large and so prominent for such a long time. 

(2) The efficiency-based view is problematic insofar as it ignores the fact that the vast 
majority of the business community initially did not support or even opposed the introduction 
of management education at an academic level. The historical analysis showed that in all three 
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countries the majority of the business community opposed the introduction of business 
education at an academic level, because practitioners simply did not believe that a practical 
subject such as business could be approached scientifically, let alone taught at an institution of 
higher learning. In addition, it is indeed questionable why business schools appeared on the 
academic scene just at the end of the 19th century, considering the fact that the striving for 
efficiency in economic organizations dates from before then. 

These arguments indicate that the efficiency-based explanation for the emergence and 
spread of business schools has some limitations. The following section will take an 
institutional approach to explore the question of how business schools could survive their 
turbulent early years and spread through nearly all industrialized countries. In particular, the 
concept of legitimacy will be drawn on to analyze how business schools have become taken 
for granted and supplemented with theories taken from the sociology of science. 

4.1 The Institutionalization of Business Schools 

4.1.1 The Hidden Reasons for the Establishment of Business Schools 

From a neo-institutional perspective, institutionalization can occur under conditions of 
technical uncertainty and goal ambiguity (DiMaggio and Powell 1983). If it is difficult to 
assess the degree of goal achievement and to measure the technical efficiency of the working 
processes — as it typically is for business schools that have to produce occupational specialists 
in the field of management — organizations may model themselves on other organizations that 
they see as more legitimate or successful. The modeled organization may be unaware or 
unwilling to be copied, as in the case of the established universities that opposed the inclusion 
of vocational subjects such as business (see Box 4). Especially during the initial years of the 
business schools’ existence, the academic world seriously questioned the necessity and the 
value of a science of business administration. As the following citations show (Box 4), the 
inclusion of business administration at the universities was bitterly opposed in the early years, 
and there was a continuous pressure to exclude the “foreign body” business school from the 
established university. 

Along with academics, business practitioners doubted whether business could be carried out 
as an academic discipline. The wealthy industrialists donating large sums of money to the 
schools were in fact not interested in conducting research. Mevissen, the founder of the 
Handelshochschule at Cologne, argued that due to the “Wissenschaft” ideal the traditional 
universities were not the right place to educate businessmen and demanded a separate 
academic institution instead. It is therefore surprising that management education could 
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establish an academic discipline under the roof of the university, since research is the central 
criterion distinguishing universities from other education institution. The university is a 
research institution (Stichweh 1994) and science is the main source of its social status in 
modem societies. 

Box 4: Reservation against Business Schools in Academia 

Even more than a decade after the first business schools came into existence, Max Weber (1911) stated in a 
discussion about the new schools of commerce: “Think of the shudder of an average privy-counselor-professor 
of law if he were expected to sit in the meeting of a faculty of law or political science with a person 
representing a subject of such low status as business administration or accounting” (cited in Hayashima 1986: 
166, 162 and Lindenfeld 1990: 221). 

This negative attitude toward academic business studies also applies to Sweden and the United States. In 
the United States, Thorstein Veblen as critic (1918/1968: 154) argued that a college of commerce is 
“incompatible with the collective cultural purpose of the university. It belongs in the corporation of learning 
no more than a department of athletics.” 

At the University of Uppsala, the reactions of the faculty of Law on the introduction of business courses in 
the university were also negative: One professor claimed that it was inappropriate to arrange all sorts of 
“courses useful in practical life” (cited in Engwall 1992: 27). And when Walb was appointed the first 
professor for business at SSE, even he lacked proper academic qualifications, Eli Heckscher, the professor of 
economics, was very disappointed by this decision, saying it “would have been impossible in any other subject 
at the school” (Wallerstedt 2000: 421). 

Source: Based on Lindenfeld 1990, Engwall 1992, Wallerstedt 2000 

In contrast to the efficiency-based view, stressing the vocational preparation of prospective 
businessmen for the increasingly complex economic and business life at the turn of the 20th 
century, it seems more reasonable to argue that business schools had mainly social functions 
(see also Franz 1998). In all three case countries, the founding donors came from privileged 
families. This can be interpreted as a strategy to maintain or improve their position in the 
socioeconomic hierarchy of society. Wharton sought to provide an elite education for the sons 
of his own class to transform them into a class of leaders for American society. Referring to 
Bourdieu (1970, 1973) Whitley (1981: 212) argues that privileged families invest in higher 
education to enable their children access to privileged positions and social advantage in the 
changing labor market. Thus, economic resources are transmitted into formal certificates of 
competence, which are then used to gain access to positions of authority and to legitimate 
continued inequalities in the distribution of privilege. That status was more important than 
content is reflected in the fact that Mevissen 

‘'had no idea how the subject matter treated. . .would differ from that in the 
secondary level commercial schools, [but] he sought to provide the sons of 
businessmen with academic degrees in order to raise, in an imperial Germany 
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besotted with academic titles, the business profession to the social level of other 
university educated professions” (Locke 1984: 136). 

Wallenberg’s donation to an academic institution for business education seems also to have 
been primarily motivated by improving the reputation of businessmen. This has been pointed 
out by Nordfelt (1943: 94): “What they learned at school was of minor importance to him” 
(cited in Engwall 1992: 28). Thus, in each of the three case countries, Wharton, Mevissen, and 
Wallenberg sought to transfer some of the reputation of the highly esteemed research 
universities at that time to the business schools in order to advance the social standing of 
business people. 

Reputation is subject to spillover or “halo effects” (Grunig 1997). The halo effect means 
that the quality of a university department or program is not based solely on the merits of the 
department or program but instead they are influenced by other factors. For example, a 
department at a prestigious institution is perceived as more valuable if the evaluations were 
based independently on the qualities of the single department.^^ Given these reputational halo 
or spillover effects, it can be proposed that an important source of legitimacy of the early 
business schools was drawn from the status enhancing effect of being positioned on the same 
level as the renowned universities at that time. 

Moreover, business schools lacked both teaching and research capacities in their early years, 
which suggests that the survival and rapid dissemination of business schools is not attributable 
to the school’s technical operations and superior educational products. It is important to note 
that in the case of business schools, the higher education institution was created before an 
adequate body of knowledge was developed, so that it was almost impossible for business 
schools to appropriately educate students at an academic level. The academization of the 
subject occurred in a second step. In contrast, other disciplines, such as the engineering 
sciences, developed their body of knowledge before the organizational and institutional 
framework for an academic discipline was created. For this reason, the advocates of business 
schools have often been reproached for attempting “to build a roof without a house” (Franz 
1998: 28). It is therefore hardly surprising that many societal groups, including 
businesspeople, state bureaucrats, and the established university disciplines opposed the 
initiation of academic business studies, since there was no such research-based management 
knowledge that could justify the education of business students at universities. 
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Past studies have reported the tendency for all graduate programs within an institution to receive very similar 
reputational ratings (Goldberger et al. 1995). 
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Another argument supporting the thesis that the transfer of academic management expertise 
and vocational skills was of only minor importance is connected with the rise of the 
managerial class in the late 1 9th century and the growing importance of formal university 
credentials that went with it. Due to the separation of ownership and control it became 
important for managers to “legitimize” their investment decisions and day-to-day operations to 
the owners. Box 5 illustrates the rise of the big businesses and the emergence of managerial 
capitalism that went with them in Germany. 

Box 5: Rise of Managerial Capitalism in Germany 

With the economic upswing in the late 19th century, a remarkable increase in large-scale and publicly traded 
corporations occurred along with an increasing separation of capital ownership und corporate leadership. 
Between 1895 and 1913, the number of industrial corporations with salaried managers increased 
tremendously. According to Wehler (1974: 40), the number of corporation with more than 51 employees rose 
from 9,974 to 18,953, while the number of firms with more than 1,000 employees more than doubled from 127 
to 255 businesses. Correspondingly, the number of employees in private enterprises rose six fold between 
1882 and 1907, from 308,000 to 1,821,000 (see Pierenkamper 1987: 29). 

In large, publicly traded corporations with widely dispersed ownership, important managerial decisions 
were often made by salaried managers from industry and banks. Emil Rathenau, the founder and director of 
AEG, and Carl Fiirstenberg, the director of the Berliner Handelsgesellschaft are famous examples of powerftil 
managers without large property. As Kocka (1975: 1 16) noted, these salaried managers initially suffered from 
distrust and low esteem from the public as well as from the capital-owning businessmen. Due to a lack of 
ownership, salaried managers were often believed to work and achieve less than their capital-owning 
colleagues, who themselves had to bear much more risk in the case of failure. The emergence of the large- 
scale firm and the caste of managere brought with it also a transformation in society. In principle, managerial 
positions were now accessible to larger parts of society and no longer coupled with capital ownership and 
wealth. It is therefore not surprising that in this connection it is also sometimes referred to the expression 
“democratization” of the access to managerial positions. Instead, educational qualifications and credentials 
became increasingly important prerequisites for successful careers in business.^'* An investigation of 1,300 
prominent businessmen between 1890 and 1930 showed that 52% of the salaried managers, but only 37% of 
the owner-managers attended a higher-education institution. Kocka (1975; 120) argues that their careers were 

strongly dependent upon educational certificates and university degrees. 

Source: Kocka (1975) 

The public corporation emerged first in the United States in the late 19th century and along 
with it the separation of ovmership and control (Chandler 1978). Whitley (1993: 25) argues 
that the establishment of business schools at the university level was an important step toward 
“legitimizing” managerial decisions through academic training and credentialing. In contrast 
to family-owned businesses, which were controlled and lead by the owner, the new breed of 
managers could no longer justify its decisions qua ownership. Instead, salaried managers had 
to demonstrate some sort of formal qualification and managerial competence (see also Kocka 
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The access to higher education institutions at that time was strongly dependent on the socioeconomic status of 
the family, which in turn reduced the aforementioned democratization effect severely. 
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1975). This competence could be symbolized by the possession of particular educational 
certificate. A university-based management education in combination with an academic 
degree granted by a prestigious institution of higher education was an ideal means of 
legitimizing managerial actions. Since universities were highly respected institutions for 
training and educating students in the traditional disciplines, managers receiving training and 
“credentialing” from university-like institutions appeared to be more qualified and credible 
than persons with a certificate from the secondary-level commercial schools, the predominant 
institutions for educating businesspeople at that time. 

4.1.2 The Adoption of Academic Symbols and Trappings 

What were the business schools’ sources of legitimacy during their early years? How could 
they manage to survive their early years despite the low cultural support from the business 
community, the state, and academia? From a neo-institutional perspective, it can be argued 
that business schools initially secured their legitimacy by copying the organizational 
framework and rituals of those institutions that were perceived as successful — ^the established 
universities. In order to overcome these barriers to entry and to attain legitimacy from the 
“insiders”, i.e. the established disciplines, the neo-institutional perspective suggests that 
adaptational processes started to take place (DiMaggio and Powell 1983). 

As Lindenfeld (1990) points out, the business schools in Germany responded to the 
pressures of Wissenschaft at first only by pursuing the symbolism and external trappings of 
academia. Considerable efforts were made in order to resemble the established universities’ 
organizational structures. As Hayashima (1981) has shown in his analysis of the business 
school in Cologne, typical academic rituals emerged quite early in the field of German 
business administration. For instance, German school officials expended great amounts of 
energy on the piecemeal acquisition of status symbols, such as the right to use the title 
Ordinarius (granted only in one exceptional case by the Kaiser), a golden chain to be worn at 
official ceremonies, and the inclusion of the title “Diplom Kaufmann” in the city address book 
(Hayashima 1982: 23). 

The increasing structural similarity of the business schools to other academic institutions in 
the three case countries is reflected also in the creation of the first research centers at the 
German Handelshochschulen in Cologne, Frankfurt, Leipzig, and Mannheim (Fehling 1926: 
572), in U.S. business schools at Harvard and Northwestern University, and at the Stockholm 
School of Economics in Sweden (Engwall 1992: 30). Another strategy to increase the 
credibility of business administration as an academic subject was to introduce the doctoral 
degree: in the United States, the first Ph.D. program in business was established by the 
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University of Chicago in 1920. In Germany, the University of Frankfurt offered its first 
doctoral degree in 1914, and Swedish business schools were allowed to award doctorates since 
1946. Further steps along that road were the extension of the two-year study courses to the 
academic “triennium,” i.e. a minimum of three years full-time study as well as the increase of 
the admission requirements. 

The adoption of a wide range of academic rituals and structures indicates that in the quest 
for legitimacy and equal status, the business schools were striving to be recognized as full- 
fledged academic institutions. Considering the lack of academic research and scientifically 
trained business faculty, it can be argued that it was primarily the structural similarity to other 
university institutions that gave the business schools their legitimacy in their early years. 
Universities are highly esteemed institutions in modem societies, and the business school’s 
organizational resemblance to them was sufficient for surviving the turbulent years of 
foundation, in which cultural support, or the degree of legitimacy, is usually weak 
(Stinchcombe 1965). 

4.1.3 Scientification and Disciplinary Closure 

To maintain their status as higher education institutions in the long mn, business schools 
needed to attain legitimacy from within the universities, the established academic disciplines. 
In order to find acceptance from academia, it was not sufficient to simply copy the 
organizational and institutional framework of a university. Instead, the schools had to 
overcome the image of a purely pedagogical institution and to conform to the research model 
of the traditional disciplines. This was only to be achieved by establishing their own body of 
academic knowledge. 

Science usually underlies an internal differentiation, creating space within itself, which in 
turn results in a higher degree of autonomy (Stichweh 1994). This also happened to the field 
of management, which gradually developed its own academic discipline. Management 
scientists began to establish their own scientific standards, demarcating them from other 
disciplines, and to build up an own peer review system.” In other words, the already 
established academic infrastructure was filled with a discourse that underlay the rules of 
communication typical for a scientific community. Research on management problems 
gradually became organized in similar ways to other sciences when early management 
theorists began to communicate through journals and books and when researchers began to 

In a peer review, an anonymous output of scientific activity (e.g. a manuscript) is judged by a few anonymous 
fellow scientists (the peers), who are reputed to have the qualification to assess the questions addressed in this 
manuscript. The evaluation criteria applied in their judgment are the canons of the methods and subject 
matters of “good science” that dominate the particular discipline (see van Vught 1996: 199). 
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compete for academic reputations on the basis of the significance of their contributions to 
collective intellectual goals (Whitley 1984, 1988a, b). 

In Germany, the Handelshochschulen were able to progress in 20 years from trade schools 
to academic, research-oriented institutions (Meyer 1998: 25). The body of periodicals in 
business administration increased significantly even before the First World War (Isaac 1980). 
That the academic orientation in the field of business studies emerged quite soon was also 
reported by an observer at the Vienna Congress on Commercial Education in 1910; “One 
could clearly see how the business schools in German-speaking regions had begun to develop 
into teaching and research institutions in economics and how the Latin countries, with their 
very different academic goals, strived more and more to copy and to hold fast tenaciously to 
routine best practices” (cited in Locke 1984: 143). 

That the business schools were on the way to creating their own discipline is also reflected 
in the various attempts of early management theorists to differentiate themselves from other 
academic disciplines, such as economics. In Germany, such demarcation endeavors can be 
observed relatively early, e.g. in the form of Methodenstreits. Before the First World War, 
German business economists generated their first Methodenstreit (see also Chapter 3.2). 
Researchers of the newly developing discipline argued with each other over the objects, 
character, and goals of their discipline and over the relationship of their discipline to 
economics. 

The process of scientification and disciplinary closure followed a similar pattern in Sweden 
and in the United States, albeit with a certain time lag. The evaluation criteria for appointing 
professorial candidates can help to illustrate the maturity of a scientific discipline. In the 
Swedish case, Engwall (1992) examined evaluation criteria for new professorial appointments 
at higher management education institutions. He found that until the 1950s, evaluators 
demanded practical relevance to select a new candidate for professorship, but by the late 
1950s scientific work was becoming much more important. In the 1960s, the importance of 
practical experience completely disappeared from the evaluation criteria in Sweden (Engwall 
1992: 81). This growing emphasis on scientific merits indicates that management scientists 
began to construct and categorize management knowledge on the basis of their own evaluation 
criteria, thereby establishing a more autonomous system of management science. 

In the United States, the driving force for a stronger scientific orientation of business studies 
were the two reports on the state of the art of American higher management education 
published in the late 1950s (see Chapter 3.1). The Pierson (1959) and the Gordon and Howell 
(1959) reports were published at a time when a widespread belief prevailed in the United 
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States that scientific knowledge could provide the foundation for all sorts of occupational 
fields, including business management. In Whitley’s (1988b: 47) words: 

“Just as the deeper understanding of natural and biological processes had 
greatly increased engineers’ and doctors’ abilities to control them for human 
goals, so too the analysis of social systems, decision-making processes and 
markets was supposed to enable managers and administrators to control large 
organizations more efficiently and effectively.” 

The growing orientation to science in the United States is reflected in the expansion of 
research journals and the frequent use of “science” in the journal and book titles (Whitley 
1988b). For instance, Management Science started publication in 1954, followed by 
Administrative Science Quarterly in 1956, and a number of new finance and accounting 
journals during the 1960s. To improve the scientific foundation of the management sciences, 
numerous researchers from the “basic” disciplines were hired, such as sociology, economics, 
and psychology. This period is frequently termed “the academic revolution” in the field of 
management studies (see Chapter 3.1). 

With the advance of the scientific publication network, the dominating sources of 
legitimacy changed within the organizational field of business schools. With the emergence of 
its own academic discipline, the need to attain legitimacy from other disciplines and external 
constituencies diminished: now, management scientists reviewed each other, certifying their 
own scientific acceptance. This resulted in the emergence of a functionally differentiated 
social system of science with own values and standards (Stichweh 1994). As a result, business 
schools became more and more independent from societal influences outside academia. For 
example, the collection and categorization of direct experience knowledge from business 
practice became less important for management researchers. Instead, academics increasingly 
reconstructed and reorganized this knowledge on the basis of their own scientific evaluation 
criteria (see also Weingart 2002: 166). The establishment of their own social system of science 
was an important step toward becoming an accepted institution, because from then on business 
schools constantly reproduced themselves through the creation and maintenance of a network 
of their own publications. 

Although the disciplinary closure of management science took place at different points of 
time in the three case countries, the business schools in the selected countries more and more 
controlled the mechanisms for allocating legitimacy in the form of resources and reputation 
themselves. This in turn gradually led to a stable order among members of the organizational 
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field of business schools. Along with the establishment of their own scientific community, 
management scientists took over the authority to define the necessity of their own existence, 
thereby constituting themselves as an important source of legitimacy — or at least making 
themselves more independent of the evaluations of other academic disciplines. The 
institutionalization of business schools did not always follow the path described above. In 
England business as an academic subject had to stay outside academia for much longer. This 
supports the notion that it is far from obvious that business schools are an obligatory part of a 
modem education system (see Box 6). 

Box 6: Business Schools in England — ^Not Taken for Granted 

In England, the first industrialized country, the need of higher management education has been disputed for a 
long time. In industry, the point of view prevailed that “a manager was bom, not bred,” and that it was 
wasteful and possibly damaging to give large numbers of people management training, when there was no 
kind of test of whether or not these students are destined to be managers. According to Tiratsoo (1998), most 
British managers have never accepted that management could be taught by formal methods. The emphasis has 
thus always been on “learning by doing.” In the popular view, great managers were those who operated 
without reference to texts or theory. As Tiratsoo (1998: 124) points out, “British managers have often referred 
to military heroes and the vocabulary of war when discussing their vocation.” 

Apart from the Bachelor of Commerce degree offered at the London School of Economics since 1932 and 
the Universities of Birmingham and Edinburgh, there was no academic business education before 1965, when 
two business schools started, one in London and another in Manchester. Traditionally, English universities 
either provided education in the arts and humanities or in the sciences, which has traditionally been restricted 
to the natural sciences. Because of the “vocational” bias, business studies were poorly treated in English 
higher education. Especially at such elite institutions like Oxbridge, anti-vocational prejudices prohibited the 
emergence of business studies at the universities. Not until the 1980s, a growing number of business schools 
has been recoded (Pfeffer and Fong 2002). 

The consequences of the anti-intellectualism of British management culture and the disdain of the 
established universities for academic management education can still be felt today. It is no coincidence that 
many of the English business schools, including the most prestigious (e.g. London, Cranfield, Manchester, 
Warwick) have been established as separate institutions and did not develop into traditional academic 
institutions. They still have a special status with English higher education: for instance, in contrast to other 
English university departments, business schools have to earn their funding from outside sources, i.e. from 
services rendered to and paid for by governmental and business organizations (Locke 1985: 183-191). In 1987 
even Cambridge climbed on the bandwagon by creating its first chair in management studies (Engwall 1992). 
From 1993, Oxford has offered a part-time M.B.A. program. That in the last decades business schools have 
spread throughout Britain can be interpreted as an increasing international isomorphic pressure to offer 
academic business education, or as another lucrative form of generating income, especially against the 
background of declining state funding of U.K. universities. 

4, 1 .4 External Stakeholder-Orientation 

More recently, another shift in the external environment of business schools occurred, 
weakening the power of “the ivory tower,” while at the same time a multiplicity of external 
business school stakeholders, i.e. students, the business press, and business practitioners and 
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recruiters gained influence. Roughly speaking, since the 1980s the self-bearing construction of 
the network of management scientists has been challenged by a variety of external threats. 
Relevant changes in the current business school environment include shifts in resource 
dependence away from public funding toward private donations and student tuition (Rynes 
and Trank 1999: 809), an increasing pressure to better and faster transferring of research 
results into practice and to make research better understandable to broader parts of society 
(Weingart 2003), and a shift in control over business school rankings away from the business 
school towards its so-called customers (March, in Schmotter 1995, Wilms and Zell 2002). 

The reasons for the increasing influence of external stakeholders on the development of 
business schools are manifold. They include (1) a growing dependence on private funds, (2) an 
increasing attention to external evaluations, e.g. university or business schools rankings or 
student evaluations, (3) an erosion of the authority of science (e.g. Luhmann 1994), (4) a 
change in the political and societal surroundings of universities. During the 1970s, 
stakeholders feared that scientific knowledge could run the risk of being exploited by 
commercial interests, while during the 1990s a form of knowledge gained prominence 
stressing usefulness and direct applicability, e.g. the so-called “Mode 2” knowledge (Gibbons 
etal. 1994). 

It needs to be pointed out that the pace of change differs from country to country, depending 
on the context of the particular higher education system. While the United States experienced 
a remarkable discursive shift in the 1980s, the underlying model of higher education did not 
start to change not until the 1990s in Sweden and Germany. For example, in Sweden, external 
stakeholders such as government representatives or businesspeople, have increasingly been 
appointed members of Swedish university boards since 1993 (Amaral and Magalhaes 2002). 
In Germany, university rankings, student evaluations, and accreditation agencies emerged 
during the 1990s, indicating that German higher education institutions have been confronted 
with increasing pressures from external constituencies. These and similar developments can be 
observed on an international scale. As Amaral (2002: xi) notes, in many European and 
countries external stakeholders expect universities and colleges to function efficiently, to 
contribute to sustainable economic growth, to maintain high level of quality in teaching, 
research, and external services, or even to add to national or even supranational trade balances. 
In this study, this phase is termed “stakeholderism.” 

From an historical perspective, it is clear that the composition of stakeholders and sources 
of legitimacy have changed in the course of time. In their early years, business schools 
attained legitimacy from wealthy businessmen who provided the schools with necessary 
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financial resources. In order to become accepted as academic institutions, the schools adopted 
the formal structures of established universities and copied the insignias of academia, such as 
a publication network, scientific conferences, and academic rituals. In the second phase, the 
business schools managed to establish their own academic discipline, shifting the main source 
of legitimacy toward their newly created community of management scientists. Thereby, 
business schools became increasingly independent from the established university. In the final 
phase, which emerged first in the United States in the 1980s, another shift in the constitution 
of business-school stakeholders can be observed, threatening the power of academia, while at 
the same time a multiplicity of external business-school stakeholders seems to gain influence 
(see also Weingart 2003).^^ Table 7 illustrates in an idealized manner the changing institutional 
environments of business schools since their foundation. 



Table 7: The Changing Institutional Environment of Business Schools 



Phase 


Most Important Source of 
Legitimacy 


Most Important Stakeholders 


Foundation period 


Structural similarity 


Wealthy businessmen, chambers of 
commerce, professional associations 


Scientification and 
disciplinary closure 


Management Science 


Scientific Community of 
Management Scientists 


External Stakeholder- 
Orientation 


Image of the “Entrepreneurial 
University” 


Students, Business Practitioners, 
Business Press, Government, 
Scientific Community 



Source: Own 



4.2 Changes in the Institutional Environment of Business Schools 

In order to increase the understanding of how business schools translate changes in their 
external environment into their internal organizational structures it is necessary to identify the 
dynamics of the demands and expectations that influence and shape business schools, 
Mowday (1997: 342) has suggested that “before we can play an important role in the changing 
environment of business education, we have to understand the environment and the changes 
that are taking place.” Trying to understand a business school’s relationship to its external 
environment and recognizing the complexity of potential external influences, a stakeholder 
analysis approach will be used to understand the importance and nature of various stakeholder 
groups and their impact on the organizational development of business schools. This 
theoretical framework helps to illuminate the origins and nature of relevant environmental 
changes and also provides a basis for firaming the empirical study later on. The institutional- 
theory perspective is closely aligned with arguments of stakeholder theory (Luoma and 

Some researchers even argue that a new type of university is emerging: the entrepreneurial university (Clark 

1998, Gibbons et al. 1994, Etzkowitz 2001). 
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Goodstein 1999). Congruent with institutional arguments, stakeholder research generally takes 
the perspective that stakeholder groups put demands (claims) or pressures on organizations, 
forcing the organization to respond or otherwise “placate” the stakeholders. 

There have been several uses of stakeholder concepts in the management literature. 
Stakeholder constructs were inherent in the early work of systems theorists (e.g. March and 
Simon 1958), but the seminal publication of Freeman (1984) brought stakeholder theory to the 
forefront of management research. Freeman (1984) originally defined stakeholders as “those 
groups without whose support the organization would cease to exist.” The conceptualization 
of stakeholders is quite broad, which is both beneficial as well as troublesome for the 
application to management problems. It is beneficial because the stakeholder concepts can be 
used to frame a variety of organizational decisions and issues. Its application, however, is 
problematic, because there is little consistency in definitions and uses, resulting in diverse and 
contradictory evidence and arguments (Bunn et al. 2002). 

The presentation and analysis of different stakeholder groups has certain limitations. It 
cannot be assumed that the relationship between stakeholders and organization follows a 
simple linear logic. It is occasionally argued (e.g. Freeman 1984) that stakeholders create an 
external expectation structure, toward which organizations align their activities and strategies. 
In this view, organizations are regarded merely as adjusting to an externally determined 
environment. However, the fact that the stakeholders’ demands are often manifold and 
sometimes contradictory makes it almost impossible to simply translate external demands to 
the organizational structures and actions. Furthermore, recursive mechanisms between 
stakeholders and the focal organization need to be taken into consideration (Schneidewind 
1998). Stakeholder expectations are not a given. Expectations are also produced by the 
organization. However, it is possible to basically distinguish different groups of stakeholders 
that are relevant for business schools and to elaborate a set of expectations that seems to be 
relatively stable over time. 

The purpose of this chapter is to gain an understanding of the various and inconsistent 
demands on business schools. Following the works of D’Aveni (1996), Trank and Rynes 
(2003), and Trieschmann et al. (2000), business schools typically acknowledge at least five 
stakeholders: (1) students, (2) the business community, (3) the government, (4) the media, and 
(5) the scientific community. To keep this section to a manageable length, each business- 
school stakeholder is discussed independently, despite the fact that these stakeholder groups 
are highly interdependent (see also Trank and Rynes 2003: 192). The presented list of 
stakeholders is not complete, as the number of varying groups of stakeholders of higher- 
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education institutions seems almost endless. For this reason, not all stakeholder groups, e.g. 
other disciplines, university administrators, potential competitors such as corporate 
universities, management consulting firms, etc. are discussed. Although the list of 
stakeholders is incomplete, it is comprehensive enough to indicate the major changes taking 
place in the external environment of business schools in the selected countries. 

4.2.1 Students 

The increasing dependence on student tuition in the United States as well as the growing 
governmental concern for teaching quality in Sweden and in Germany has in recent years 
caused business schools to place more emphasis on the teaching function. Particularly in the 
United States, it is no longer uncommon to talk about students as “customers” (Zell 2001: 
331). 

“Let the customer speak. That’s the philosophy behind Business Week’s 
ranking of the best business schools. We think B-schools have two customers: 
the graduates, who trade their suits for backpacks; and recruiters, who seek out 
the best and brightest from about the business schools’ ranks” (Reingold 1998: 

92), 

In this new era of “student as customer,” business schools have paid much more attention to 
instructional matters and to monitoring student evaluations of teaching in order to identify 
problematic courses and instructors (Byrne et al, 1996). Through teaching evaluations students 
are asked to rate the instructor, causing the university to become increasingly student-driven. 
Because Business Week conducts its surveys every two years, some schools assign their top 
instructors to teach classes in the survey year (Zimmerman 2001: 14). 

As Zell (2001: 333) found in her study of a public research university, student evaluations 
became so important that professors even started to alter their course contents — essentially by 
making them easier — in order to obtain higher evaluations. Faculty who teach in M.B.A. 
programs are pressured to perform in the classroom, preferably in an entertaining fashion 
(Gioia and Corley 2002: 1 1 1). In a study by Trout (2000), 40% of faculty admitted to making 
courses and exams easier after mandatory implementation of student evaluations, and 22% 
admitted to reducing the amount of material covered. In Zell’s (2001) study, one faculty 
member explained that “increasingly, the way you get good ratings is to teach a simpler course 
with less content. Everybody knows this and is honest about it. Basically, you dumb the course 
to get good ratings.” As opposed to the United States, evaluations in German and Swedish 
universities usually do not play a central role in promotion decisions. Nevertheless, student 
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evaluations are usually taken seriously, because they are factored into professor's personal 
files and reflect students’ exposure to challenging curricular offerings. 

Another trend that has increasingly been observed in the business school environment, 
particularly in the U.S., is students’ decreasing tolerance for theory. As Theus (1993; 283) 
found, students pay little attention to universities that provide a broad education that 
emphasizes discourse and reflection for building a “responsible citizenry.” She argues that 
today’s “consumers” appear to be looking for vocational preparation and the career and 
economic advantages provided by earning a prestigious degree. Furthermore, students 
increasingly expect multimedia presentations and an “enthusiastic, exciting and dynamic” 
performance of the professor (Zell 2001: 331). Byrne et al. (1996: 118) observed that many 
business professors “now find themselves routinely huddled in quality feedback circles with 
students ready to critique their classroom performance on a weekly basis.” These 
developments indicate that particularly in the United States, where student tuition has become 
a substantial source of income, university leadership increasingly seeks to satisfy student 
needs and expectations and treat students as customers. 

4,2.2 Business Community 

As recruiters of business school graduates, the business community affects the development 
and behavior of business schools. The business community wants a practical education for 
students, which increases the pressure on business schools to train people for jobs, putting 
more emphasis on currency, vocational skills, and specialized courses, rather than teaching 
more abstract academic knowledge. As Starkey and Madan (2001: 3) note, business 
practitioners tend to prefer prescriptive statements about best practices and actionable advice 
rather than reflexive analysis of scholarly work. Accordingly, the call for practical relevance 
of higher management education has become louder, so that business schools are increasingly 
pressed to better align their teaching and research activities with the needs of the business 
community (Brindle and Steams 2001, Huff 2000, Rynes and Trank 1999). According to 
Trank and Rynes (2002: 193), this is partly attributable to an increasing focus on short-term 
financial performance and on shareholder interests at the expense of other stakeholders, which 
has led to changes in the conduct of business, e.g. the drive to reduce costs associated with 
employees. 

One example of management knowledge that can more or less directly applied to the “real 
world” of business practitioners are management techniques produced and disseminated by 
many management consultancies. Business firms are increasingly using such management 
techniques to better cope with the uncertainties of ambiguities and managerial work. These 
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techniques have also been labeled “management fashions” (Barley and Kunda 1992, Kieser 
1996, Abrahamson 1991, 1996), because they come and go like fashions. They are often 
presented in a very uncomplicated and straightforward way so that overworked managers can 
quickly understand and transfer them to their own company. 



Table 8: Specialization of German Higher Management Education 



Selected Master Programs Currently Offered At German Higher Education Institutions in 2003 | 


Executive Business Administration 


Bruchsal lU 


Business Administration in Entrepreneurial Management 


Berlin SHB 


Business Administration in International Entrepreneurship 


Berlin SHB 


Business Administration in Media Management 


Berlin SHB 


Business Information Management 


Reutlingen FHTW 


Environmental Planning and Management 


Lippe/Hoxter FH 


Global Technology Management 


Hamburg-Harburg TU 


Global Textile Management 


Reutlingen FHTW 


Human Resource Management 


Hamburg HWP 


Intercultural Work and Conflict Management 


Berlin ASFH 


International Business Consulting 


Offenburg FH 


International Management of Resources and Environment 


Freiberg TUBergAk 


International Proiect Management 


Ingolstadt FH 


International Management and Intercultural Communication 


Koln FH 


Management in Non-Profit Organizations 


Freiburg KathFHS 


Human Capital Management 


Konstanz FH 


International Industrial Management 


Esslingen FHT 


Intercultural Work For Social and Health Professionals 


Berlin ASFH 


International Management Consulting 


Ludwigshafen FH 


Business Integration 


Wurzburg U 


Management and Marketing for Central and Eastern Europe 


Frankfurt (Oder) U 


Multimedia Management 


KielU 


Music- und Cultural Management 


Bremen H 


Public Servie Management 


WildauTFH 


Small Enterprise Promotion and Training 


Leipzig U 


Technical Management in the Energy, Facilities and Environmental 
Sector 


Munster FH 


Textile and Clothing Management 


Niederrhein H 


International Tourism Management 


Bremen H 


Environmental and Quality Management 


Braunschweig/Wolfenbiittel FH 


Urban Management 


Berlin TU 


Public Transportation Management 


Duisburg-Essen U 


Knolwedge Management 


Chemnitz TU 



Source: http://www.hochschulkompass.hrk.de/; 2003-11-11 



In addition, due to an increasing dependence on external funding, business schools are forced 
to pay particular attention to the business community, because corporations constitute an 
important source of revenue for business schools in the form of endowed chairs, corporate- 
sponsored executive M.B.A. programs, tuition support, and direct donations. Each year, 
private businesses provide an increasing percentage of operating revenues to most business 
schools in the United States (e.g. Trank and Rynes 2003: 192). Along with this increased 
revenue dependence on the business community has been an increasing influence on the 
business school curriculum. As a consequence of this growing influence, the curriculum has 
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moved away from theory, abstractions, and general knowledge toward a more narrow focus on 
immediate relevance and skills needed for the job (Trank and Rynes 2003: 193). In Germany, 
too, there is a growing trend towards specialization of business education (see Table 8). 
According to the Hochschulkompass (2003), there are currently 204 possibilities to study 
management or a management specialization at an undergraduate levels at German higher 
education institutions. With respect to the graduate level, 143 programs are offered either at 
universities or colleges of applied science.^^ 

Moreover, members of the business community exert their influence on the business school 
as participants in executive education. Executive education focuses on the development of 
managers and executives at more senior levels within an organization. Companies, particularly 
in the United States, have been using executive education for many years. The first executive 
M.B.A. degree was awarded by the University of Chicago in 1943 (Crotty and Seoule 1997: 
9). There is a broad range of executive education, which includes M.B.A. degree programs, 
various non-degree executive education programs, and more recently, company or industry- 
tailored programs designed by the business schools (Crotty and Seoule 1997: 4). Since the 
1980s, executive education has belonged to the fastest-growing segment of higher education in 
business (e.g. Watson 1988), and it constitutes a large share of the typical U.S. business 
school. Since the 1980s, the Stockholm School of Economics provides executive education 
programs for mainly Swedish managers. More recently, executive education is increasing in 
the German higher education system, for example at the WHU, the HHL, or the RWTH 
Aachen. Compared to the United States, however, executive education in Germany and 
Sweden is less institutionalized in higher education. 

4.2.3 Government 

The government represents one of the most formal and powerful stakeholders for universities, 
either in the form of government agencies or funding councils. This stakeholder embodies the 
higher-education laws and regulations that guard the interests of the public. Although the 
degree of governmental influence and control varies to some extent across different higher- 
education systems, typical demands from the government and state agencies in the three case 
countries include stronger links between science and society, accountable decisions as well as 
equal opportunities in recruitment and employment, and increasingly internationalized 
curriculum and more interdisciplinary research (Knights and Willmot 1997, Kriicken 2002, 
Weingart 2002). Business schools are for the most part dependent on the government for 
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allocation of necessary financial resources. In recent years, however, there have been major 
shifts in pattern of resource dependence in higher education that have increased the 
importance of alternative financial sources, such as private industry or students (U.S. 
Department of Education 1995). Slaughter and Leslie’s (1997) study of changes in funding for 
U.S. higher education reveals that public financial support for higher education has been 
declining over the past three decades. The decreased government support has, according to 
Trank and Rynes (2002: 192), increased the power of students and businesses vis-a-vis 
business schools. In Germany, public expenditure in higher education (in real prices) barely 
increased despite the enormous growth in student enrolment (Kaiser et al. 2001, see also 
Chapter 6.1). In Sweden, government funding is estimated to have declined 15-20% between 
1997 and 2001 (Askling 2001: 163). 

Besides the decline in public funding in many higher-education systems today, universities 
are increasingly pressed for demonstrating greater accountability to legislatures, taxpayers, 
and governing boards, particularly with respect to teaching outcomes as regards teaching 
quality, faculty teaching loads, use of teaching assistants, etc. (Rynes and Trank 1999). Many 
countries have therefore established regular evaluation procedures for teaching and research 
activities at universities. However, state authorities in Sweden as well as in Germany have not 
gone very far in the direction of a comprehensive evaluation of university performance. Unlike 
in the United States, evaluations in Germany and Sweden are not yet connected with the 
underlying incentive structure of the university. 

4.2.4 Media 

The media, especially the popular business press, frequently reports on business schools and 
management education, making the schools visible to larger parts of society. The most 
important players in this arena are authors of popular management books and publishers and 
editors of management magazines such as the Harvard Business Review and its various 
European editions. Media companies are significant carriers of business and economic news. 
They play an important role in the dissemination of management knowledge, thereby 
considerably influencing the business school’s behavior (Sahlin-Andersson and Engwall 
2002). These widely circulated management books or newspapers are highly visible and are 
therefore likely to attract the attention of many managers. 

A positive press affects the business schools as organization as well as the individual 
scientists. As Weingart (2003) points out, for scientists the media becomes an increasingly 
important platform on which they can send signals to all other stakeholder groups. By picking 
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up and disseminating specific management theories or ideas, publishers are also able to 
increase the prominence in the media of a particular business school professor. 

Although prominence in the media becomes increasingly important, especially since media 
coverage more and more influences decisions on the allocation of resources, it is of ambiguous 
value for scientists (Weingart 2003). Weingart and Pansegrau (1998) showed that a scientist’s 
prominence in the media can interfere with the internal control mechanism of the scientific 
community. While scientific knowledge is evaluated on the basis of the judgment of 
disciplinary peers, the media tends to focus its attention on a very distinct set of criteria, such 
as a dazzling personality, eloquence, a highly developed impression management, and the 
attractiveness of the scientific topic with respect to the problems and anxieties of society 
(Goodell 1977, cited in Weingart and Pansegrau 1998). The fact that “science has gone 
public” can have crucial effects on the allocation of resources, because prominence in the 
media represents symbolic capital which can be translated into the acquisition of research 
funds and grants. In this respect, the media has a far-reaching impact on business schools. 

The influence of the media on business schools has furthermore been reinforced by the 
business school rankings published annually by the popular business press, such as Business 
Week in the United States, Der Spiegel in Germany, or Veckan’s Special in Sweden (see Box 
7) 

Box 7: Business School Rankings: Being Good versus Looking Good 

One of the most widely discussed change in the business school environment has been the growing importance 
of media rankings to the organizational development and decisions of business school leadership and 
administrators (Trank and Rynes 2003, Gioia and Corley 2002, Zell 2001, Elsbach and Kramer 1996, March, 
in Schmotter 1995). In 1988, Business Week published its first nationwide business school ranking. These 
rankings are based on surveys of Fortune 500 employers who recruit M.B.A. graduates and on students’ 
evaluation of their educational experience while attending the business school. Thus, business schools were 
evaluated on other factors than research quality. A benefit of the rankings is that it has compelled business 
schools to place more emphasis on teaching and that they helped to increase the transparency within the field 
of higher management education. Now, not every school can claim that it belongs to the top 50 institutions in 
the country. In addition, prospective students and recruiters can easier assess schools on some — although not 
necessary meaningful — criteria. Nevertheless, these “beauty contests” have a number of negative side effects. 
U.S. media rankings are usually heavily oriented towards M.B.A. programs. As a consequence, undergraduate 
programs, Ph.D. and research programs receive less attention and resources. Gioia and Corley (2002: 115) are 
concerned that the rankings cause business schools to become more business and less school, and that the 
rankings force the schools to spend scarce resources on image-related features (e.g. PR departments, image 

consultants, responding to media), rather than substantive program and faculty enhancement. 

Source; Based Gioia and Corley (2002) 

Particularly in the United States, these rankings are a hot topic of discussion among business 
school deans and faculty. Although university rankings have been severely criticized because 
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the survey’s methodology has been questioned and is highly controversial (see also Elsbach 
and Kramer 1996, Dichev 1999), they seem to have high political significance (e.g. March, in 
Schmotter 1 995 , Zell 200 1 , Mowday 1 997). Consequently, business professors and 
administrators worry that a relationship exists between the school’s ranking and the number of 
applicants.^® 

In a 1995 interview, James March has argued that these rankings are about to fundamentally 
alter the stable order among American business schools (see Schmotter 1995). This is because 
business press rankings are often based entirely on the opinion of students and business 
recruiters, whose evaluation criteria are unlikely to match the classical scholarly values of 
many traditional research universities. He went on to explain that the rankings, despite their 
questionable procedures, symbolize a shift in power from the “ivory tower” to its “customers” 
(March, in Schmotter 1995): 

“The process [of shifting power] is exemplified by the dramatic way business 
schools as a group have lost control over their rankings. As long as the business 
school community could control the way schools were ranked, there was a 
stable social order. Everybody knew where everybody stood. While it was 
possible to argue about the details, dramatic changes were unlikely. The more 
or less preemptive strike by the business press to capture those rankings for 
their own purposes has upset that order and led to efforts to exploit the 
uncertainties. Although many in academia have claimed that there is really no 
intellectual basis for these new rankings, they have proven politically important. 

For better or worse, they have diminished the power of the research oriented 
faculty in business schools” (March, in Schmotter 1995: 56). 

In a similar vein, Elsbach and Kramer (1996) showed that the Business Week survey rankings 
threatened many members’ perceptions of their school’s identities. First, the rankings called 
into question the members’ perceptions of highly valued, core identity attributes of their 
schools, and second, the rankings challenged their beliefs about their school’s standing relative 
to other schools. These findings indicate that the more-or-less stable status hierarchy among 
business schools becomes increasingly challenged by external mechanisms, thereby calling the 
self-bearing character of the academic community more and more into question. 
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4.2.5 Scientific Community 

Other important business school constituencies are management scholars or business-school 
professors, described here as the “scientific community,” Management scientists create 
knowledge about organizations, which is then communicated between members of the 
particular scientific community. According to Luhmann (1984: 294), science can be seen as 
self-referential social systems that maintain themselves through publications.^^ The 
publications refer to other publications through citations, which in turn stimulates more 
publications, thereby reproducing the scientific network (Stichweh 1994: 64). Science is an 
autonomous system that alone determines which kinds of information belong to science and 
which do not, e.g. by establishing specific formal requirements, quotation techniques, or peer 
review systems of specialist journals. 

Academic reputation is considered an important mechanism organizing and controlling the 
work of the scientific community. Whitley (1987) defines science as a “reputational work 
organization” and argues that reputation is the most important “currency” of the sciences. 
Referring to Luhmann (1984), Weingart (2003: 26) points out that academic reputation 
focuses the attention towards the most relevant scientific contributions, which facilitates 
coping with the inevitable intransparency of the continuously growing body of knowledge. 
Academic reputation finds expression in the names of scientists, universities, academic 
departments, scientific journals, and the like (e.g. Nicolai 2000). 

Academic reputation provides a visible point of reference for individuals outside the 
academic system. But the allocation of reputation remains within the responsibility of the 
scientific community, since it decides itself on the basis of the so-called peer review system 
what kind of scientific work belongs to its field and which does not. The scientific community 
thus plays an important role in the allocation of resources, because they provide the experts 
who decide on the provision of research funds. 

Along with the increasing demand for practical relevance, the call for an interdisciplinary 
approach has increased in recent years (e.g. Knights and Willmott 1997, Weingart 2002, 
2003). Business practitioners, funding bodies, and academics increasingly consider 
interdisciplinary research as more appropriate to deal with the complex and intertwined 
problems of today’s global corporations. This is pointed out by Knights and Willmot (1997), 
who observed downright “hype” for interdisciplinarity in recent years. They found that 
interdisciplinary research is often believed to have a greater chance to grasp the complex. 

Referring to Whitley (1994: 176), Kieser (2002) argues that the scientific publication addresses scientists, not 
practitioners. For example, in evaluations of higher education institutions, publications that aim at 
practitioners are placed into a separate category and do not count as an indicator of scientific achievement. 
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dynamic realities of management practice and to generate findings that have significance for 
practitioners or the public. Since private businesses are increasingly expected to provide 
research funding for higher education, the current appeal for interdisciplinarity becomes even 
more important."” 

This discursive shift, which calls for stronger links between management research and 
business and more interdisciplinarity, can be observed on an international scale (e.g. Amaral 
and Magalhaes 2002). Since the beginning of the 1990s, Swedish universities are increasingly 
pressed to transform themselves in entrepreneurial institutions. In their case study of a 
Swedish university, Jacob et al. (2003) found that the national climate for Swedish universities 
has changed considerably over recent years. More specifically, they argue that Sweden has 
been transforming its national research policy into a “policy for innovation” (see Jacob et al. 
2003: 1555). Even in the German higher-education system, which is usually regarded as slow 
in change, the overall tone of science and higher education discourse has changed 
considerably. As Kriicken (2002) points out, politicians, the media, the business community, 
and trade associations all call for stronger links between science and society, interdisciplinary 
research, evaluation and participation. With reference to Slaughter (1993), Kriicken (2002: 3) 
observed that the way universities present the value of research has changed considerably in 
recent decades: 

“Where until the late 1970’s the inherent value of basic research and the 
autonomy of science were celebrated, a new rhetoric emerged in the 1980s, in 
which “entrepreneurial science” were celebrated and direct linkages to socio- 
economic environments were increasingly seen as desirable.” 

Figure 2 illustrates the influence of the external environment, through external stakeholders, 
on the business school. The different demands from these stakeholder groups place a burden 
on business schools to adapt and change to their expectations. The subsequent chapters will 
now turn to the question how business schools strive to meet these diverse demands. 



As Knights and Willmott (1997) found, academic respectability still seems to remain with the single 
management subject, such as marketing, human resource management or operations research. For reasons of 
power and identity, many management academics continue to cling to a single discipline orientation while 
“occasionally paying lip-service to interdisciplinarity” (Knights and Willmott 1997: 16). They argue that there 
are major psychological and institutional barriers to conducting interdisciplinary management smdies: Career 
systems, the internal department structure, publication outlets and the “disciplining” effects of the specialist 
discipline exert pressures that reinforce conformity with disciplinary norms and standards. Thus, the two 
authors are rather pessimistic about the prospects of interdisciplinary research and teaching in management. 
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Figure 2: Business School Stakeholder 




Source: Own; based on Trank and Rynes (2003) 



4.3 Reputation and the Establishment of a Status Hierarchy 

Along with the establishment of their own scientific community, business schools could 
demonstrate that they belong to the world of academia. Through the back coupling to the 
scientific community, business schools were able to strengthen their cultural support, as in 
modem societies scientific knowledge is the dominant source of cognitive authority (e.g. 
Luhmann 1994), and skills which appear to be derived firom it are likely to be more valued 
(Whitley 1988b: 10). With the growing body of academic managerial knowledge, business 
schools were no longer concerned about whether they are accepted in society, but to what 
degree. In other words, the strive for legitimacy became increasingly directed towards 
establishing an internal status hierarchy among members of the organizational field of 
business schools. In this phase, the attention shifted towards the allocation of resources or 
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academic reputation (Luhmann 1994, Whitley 1988b) among the members of the 
organizational field. 

That status hierarchies influence an organization’s ability to gather resources has been 
pointed out by Perrow (1961). Following his work, “organizational prestige or reputation rests 
upon the quality of the goods or services produced by the organization, as judged by those 
capable of evaluating the product” (Perrow 1961: 335-336). However, it is difficult for a 
business school to demonstrate that its educational products are better than those of other 
business schools. In absence of technical measures of business school “efficiency,” external 
stakeholders are forced to orient themselves toward alternative criteria in order to evaluate the 
quality or status of business schools. One criterion is reputation. 

In commercial markets, buyers differentiate products by their price and perceived value. In 
higher education, however, little information is available to make a “rational” choice (Wilms 
and Zell 2002: 5). Under conditions of uncertainty, “technical efficiency criteria” (Powell and 
DiMaggio 1991) are pushed to the background and social forces are brought to the foreground. 
As Levitt (1981: 97) argued, “The less tangible the generic product, the more powerfully and 
persistently the judgment about it gets shaped by the packaging — ^how its presented, who 
presents it, and whaf s implied by metaphor, simile, and other surrogates of reality,” Or, as 
Meyer and Rowan (1977) pointed out, establishing legitimacy among groups who are not 
“carefully attending” or directly involved is partly a matter of managing the symbols of 
legitimacy. 

One surrogate or symbol for judging the quality of complex phenomena such as 
management-education institutions is reputation (e.g. Luhmann 1994, Whitley 1984; see also 
Figure 3). Reputation is typically defined as the expectation of a high level of quality as 
perceived by an audience (Shapiro 1982). In industries such as music, education, consulting, 
or new ventures, where it is easier to ascertain reputation than to observe true quality and 
where enjoyment in consumption may be influenced by the perception of others reputation is 
key (Baden-Fuller and Ang 2001: 743). A good reputation can assist in the gathering of 
resources, such as well-trained staff and easily available finance, and it is often associated with 
superior returns (Fombrum 1996), Williamson (1991) observed that reputation enhances an 
organization’s perceived trustworthiness, reducing expectations of opportunistic behavior and 
hence lowering transaction costs. 
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Figure 3: Reputation as Surrogate to Assess Business School Operations 
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Caplow and McGee (1958) limited their study to status and reputation as defined by the 
academic community, ignoring other stakeholders such as the business community and 
students. It is therefore necessary to distinguish academic reputation (see also Chapter 4.2.5) 
from the overall reputation of a business school. Academic reputation results from the 
scientific work of a particular researcher and is only one part of the overall business school 
reputation, while the overall reputation of an organization can be better described as a social 
construct of a variety of constituencies regarding the quality of a particular organization. 

Each stakeholder group may value certain features when determining which school is more 
reputable (Tsui 1990). Students may consider attributes that are unimportant to the scientific 
community or business practitioners. Academics may judge the reputation of a school on 
factors that the business community and students ignore. A business school may have an 
excellent reputation for its research, but a poor reputation among its students. Such a situation 
is possible, but rather unusual. The following section will look at the different dimensions that 
are usually associated with the reputation of business schools. 

4.3.1 Reputational Indicators 

Reputation is a multidimensional construct. It is often largely unknown for external 
constituencies why they perceive an organization as reputable (e.g. Baden-Fuller et al. 2000), 
However, there are several indicators that help business school stakeholders discern business 
school reputation (see also Figure 5). Usually, these indicators are more easily accessible than 
a direct assessment of business schools’ “technical efficiency.” Based on different surveys that 
determine each stakeholder’s degree of admiration for specific business schools (e.g. student 
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rankings, recruiter rankings, and research rankings), researchers have identified a number of 
dimensions that contribute to the reputation and prestige of business schools (e.g. D’Aveni 
1996, Theus 1993, Astin 1982, Astin and Solomon 1979, Kuh 1981). These may include the 
following. 

(1) Selectivity. A school’s academic atmosphere is determined in part by the abilities of 
the student body. Reputable organizations are usually very selective and restrict their 
membership (Vanfossen 1979: 40) As Geiger (2002: 28) observed, elite schools base their 
selection on a set of strongly held norms, which are more or less identical across elite 
institutions. Typical entrance requirements for students at elite business schools include 
GMAT, language tests, references, essays, courses, internships, time in residence, etc. Only a 
very small fraction of the pool of applicants is accepted by the most renowned universities. 
This low acceptance quota can be regarded as a reputational indicator 

(2) Student Tuition. Highly renowned business schools typically charge high student 
tuition. Many consumers use prices as indicators of quality (Cooper and Ross 1984). 
Empirical studies have shown that price serves as a proxy for quality when the features of a 
product cannot be judged directly (as is the case for wine; see Landon and Smith 1998). 
Several studies have tested the relationship between price and quality in higher education. 
Gilmore (1990) showed that student tuition was positively and significantly related with the 
perceived quality of the university. Box 8 indicates that such a relationship also exists in the 
market for higher management education. 

Box 8: Price as Reputational Indicator 

Richard Cyert, former president of Pittsburgh-based Carnegie Mellon University, experienced during his 
presidency that there is a positive correlation between tuition and applicants’ perceived quality of the business 
school. During his early presidency years, Cyert assumed that lowering the tuition would help Carnegie 
Mellon to attract more and highly talented students. For this reason, he decided to reduce the school’s tuition, 
despite the opposition of the majority of the faculty. However, contrary to Cyert’s expectations, Carnegie 
Mellon faced a decreasing number of student applications as well as a drop in student quality in the following 
years. In fact, the admission statistics badly deteriorated. In the following year, the president approved a 
substantial raise in student tuition. The result of the price increase was a higher quality as well as quantity of 
applicants. This example indicates that business school students tend to associate high tuition with high 
quality, which seems to have tremendous effects on student’s college and university choice. 

Source: Based on Reimann 



Of course, this indicator is — like the others — not perfect. For example, a high reputation may also result in 
self-censorship. This means that many applicants do not even dare to apply to a high prestige business school. 
How important selectivity is for U.S. elite institutions is also reflected in the fact that expenditures for student 
aid is the fastest rising expenditure for private institutions. These expenditures are direct investments into the 
quality of the student body. Selectivity can also help to raise funds. For example, alumni of highly selective 
institutions usually feel great pride, because the prestige of their university increases the value of their degrees 
(Geiger 2002: 29). 
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(3) Faculty. Prestigious universities show relatively large numbers of faculty, heavily 
weighted towards senior scholars, which are paid at the highest level of faculty compensation 
(Geiger 2002: 27). Caplow and McGee (1958) found that high-status academic institutions are 
able to recruit faculty from other high-status institutions. However, it is useful to distinguish 
between different types of faculty quality, which influence business-school reputations in 
different manners. Weingart (2003) differentiates between academic reputation of scientists, 
which is determined by internal criteria of the scientific community, and the scientist’s 
prominence in the media, which is based on the scientists’ appearance in the media. 

a) Academic reputation. Academic reputation stems from scholarly productivity. This is 
reflected in the number and the quality of the faculty’s scientific articles, which in turn is 
largely determined by the impact factor of a specific journal. The impact factor reflects how 
often a specific journal (respectively a specific article) is cited by other journals (or articles). 
Thus, there is normally a visible status hierarchy among academic journals, allowing the 
scientific community to judge the academic reputation of the faculty. However, this 
reputational indicator is only highly visible for the scientific community itself. Only in rare 
exceptions, academic reputation becomes visible to the broader public. This is the case with 
some awards and grants; the best known is probably the Nobel Prize. 

There is much empirical evidence that research productivity is positively correlated with the 
reputational capital of business schools (Moore et al. 2001, Smyth 1999). Moore et al. (2001: 
670) observed that the quality of research plays a major role in determining academic 
reputation. This is also supported by the work of Goldberger et al. (1995), who found that a 
graduate program whose faculty actively engages in research is likely to achieve a more 
favorable reputation than a lower-producing program at another institution. A high academic 
reputation can result in an increased capacity to attract research funds and a high-quality 
student body (Grunig 1997). Furthermore, academic reputation derived from publications 
tends to be durable and does not depreciate rapidly. As a result of the continuing accumulation 
of citations to past research output, academic reputation of an individual can continue to grow, 
even though the individual researcher might have reduced his scientific productivity. 

b) Prominence in the media. Striving for popularity has historically been regarded as 
tasteless among scientists (Weingart 2003). Instead, academic reputation was considered the 
central mechanism for establishing status differences among scientists. However, along with 
the shifts in pattern of resource dependence that have elevated the importance of attitudes of 
the public in resource allocations, the scientist’s popularity in the media has become 
increasingly important for influencing resource allocations. 




78 



Business Schools from a Neo-Institutional Perspective 



Referring to GoodelPs (1977) work, Weingart (2003: 124) argues that the visible scientist can 
be regarded as the new type of scientists, one who seeks prominence in the media, especially 
in public controversies. Granting prominence in the media is however not so much based on 
academic reputation, but on the criteria of the media’s interest: the “media stars” among the 
scientists need to be multifaceted characters, eloquent and good at making the best of their 
images. The pressure on business schools to have prominent scientists (or just prominent 
persons) on the board of faculty has been reinforced by media rankings (e.g. Zimmerman 
2001). Box 9 illustrates that U.S. business schools are increasingly keen on attaining attention 
in the media: The Kellogg Graduate School of Management, for example, recently appointed 
talk-show stark Oprah Winfrey to its faculty: 

Box 9: Talk-Show Star Oprah Winfrey Appointed to Faculty at Northwestern 

“With its focus on gossip, new-age therapies and tawdry scandals, the daytime television talk-show circuit 
seems an unlikely source of management expertise. Nevertheless, demand for a new course led by talk-show 
host Oprah Winfrey at Northwestern University's respected Kellogg Graduate School of Management, near 
Chicago, has proved overwhelming. Northwestern conducts an auction-style course registration process for 
popular classes. Some of its M.B.A. students have bid 2800 points out of their yearly allocation of 3000 for 
one of the 110 seats in Winfrey’s 10-week course. The appointment of Winfrey, 45, has brought disapproving 
noises from some parts of the academic fraternity. Earlier this year, Northwestern’s business school was 
ranked in the top three in the United States in Business Week magazine’s annual M.B.A. program survey, and 
its faculty contains some of the most respected management theorists in the world. By comparison, Winfrey’s 
scholarly credentials are scant; a bachelor’s degree in speech communications and theatre from Tennessee 
State University, Nashville... Some view her appointment as a publicity stunt by a school eager to gain 
corporate donations and high-paying students in the ultra-competitive management-school marketplace. 
Annual tuition fees at the Northwestern management school are $US25,872. So far, reaction to the superstar 
lecturer has been positive. Class participants say Winfrey conducts a highly interactive class, peppered with 
anecdotes. Graham [an academic co-teacher; comment HR] presents management case studies and academic 
theories. One student says: ‘She’s funny. She keeps the atmosphere light.’ Another says Winfrey’s emphasis is 
on learning skills: ‘The major point is that not every successful leader is bom. They develop. They set a goal 
and look inside themselves.’ Richard Honack, an assistant dean and associate professor of marketing, rejects 
the criticism: ‘Students get the best woman in business, and the best entrepreneurial female in the world.’ They 
also enjoy the benefits of Winfrey's extensive network of contacts. Jeffrey Bezos, chief executive of Internet 

retailer Amazon.com, has already featured as a guest lecturer.” 

Source: Taken from BRW, Vol. 21, No. 44; http://brw.com.au/stories/199911 12/4084.htm; 2003-11-07 

(4) Industry contacts. Close relationships with renowned firms can be considered as an 
additional indicator for reputation. Business firms are a major source of funds in the United 
States (Domhoff 1967, 1974), and also increasingly in Europe. Business schools have been 
increasingly eager to encourage these relationships in order to augment support for research 
projects (Geiger 1992: 265). Those business schools receiving large amounts of voluntary 
support from industry can attract well regarded faculty and students, and this perpetuates and 
enhances their privileged position. 
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(5) Media coverage. While prominence in the media may increase the popularity of 
individual faculty members, presence in the media or a positive press can also advance the 
reputation of the business school as a whole. The popular press frequently reports on business 
schools, not least because they publish the famous business school rankings (see also Chapter 
4.2.4). Sustained positive reporting can strengthen a school’s opportunity to improve its 
image, reinforce its social standing and attract an even better body of applicants and sponsors 
from industry. 

(6) Assets. There is a wide range of assets that signal reputation (see also Theus 1993). 
These can be an impressive architecture, high-cost facilities, a well equipped library, large 
endowments, a modem technical infrastmcture, a large volume of gifts, and grants from the 
corporate world. Referring to Rosenzweig’s (1982) work, Geiger (2002: 26) argues that the 
large endowments of the private universities in the United States creates a remarkable stability 
at the top of the academic hierarchy, which is the reason why the circle of the best universities 
has hardly changed over the past 100 years (Geiger 2002). The endowments of current leading 
business schools are displayed in Figure 4. 

Figure 4: Endowment of Leading Business Schools in 2003 




Source; Schoeneberger (2003) 
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4.3.2 The Importance of Academic Reputation 

Status hierarchies based on reputation are usually very stable. According to Tushman and 
Romanelli (1985), reputations persist because the strategies that created them persist through 
organizational inertia. Higher-ranked institutions acquire greater financial resources with 
which they can then attract highly regarded faculty and students, and this perpetuates and 
enhances their privileged position. Pronounced path dependencies lead to a highly 
differentiated and rather stable higher-education hierarchy (Franck and Opitz 2003). Frank and 
Cook (1995: 36) have called this connection “success breeds success”: 



“A group of perhaps three dozen schools consistently dominates the rankings in 
college guides and news magazines. The evidence suggests that the perceived 
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quality of a university is closely related to the achievement levels of its faculty, 
students and alumni. This means that any initial improvement in quality, 
whatever its source, will make it easier to attract top students and faculty, which 
in turn will yield still further improvements in reputation.” 

The problem with the reputational indicators depicted in the preceding chapter is that they are 
cause and consequence of reputation at the same time. If a business school has a high 
reputation, it can demand higher student tuition. At the same time high tuition reinforces the 
high status of the particular university. Or, highly reputable business schools are more likely to 
establish relationships with renowned corporations. Simultaneously, these industry contacts 
increase the reputation of the school. The same is true for presence in the media and 
selectivity. There is a snowballing effect: more selective and higher-ranked institutions acquire 
greater financial resources, which reinforces their privileged position. This circular aspect is 
typical for the reputational indicators discussed above. The more general mechanism behind 
this circularity is that an observer’s opinion is influenced by another observer’s opinion of the 
status within a social order. 

Bearing in mind that the technical efficiency of a business school cannot be judged directly, 
this raises an important question: Is business school reputation only the product of path- 
dependencies and self-reinforcing effects? Are business schools subject to historical 
determinism so that there is no need or possibility for an active organizational development? If 
one looks at the historical development of business schools, this notion finds support at first 
sight. In fact, the five oldest business schools in each of the three case countries are among the 
highest ranked business schools in the country (see Table 9). In Sweden the business school’s 
foundation sequence (1st school: Stockholm School of Economics; 2nd school: HHG, etc.) 
reflects exactly the status order of business schools (reflected in the Swedish business school 
ranking of Veckans Special, see Ekelund 2003). Obviously, history matters. 

However, solely attributing business school reputation to the aforementioned self- 
reinforcing effects, which are largely detached from the internal operations, does not provide a 
sufficient explanation for the status differences between business schools. Shocks (e.g. the 
sexual harassment scandal at the Harvard Business School in 1998) could easily lead to a 
reversal of the self-reinforcing effects, thus resulting in a downward spiral. The shock would 
result in fewer applications and in a lower selectivity, which again reduces the reputation, thus 
leading to fewer applications. In contrast, as researchers have noted, organizational image and 
reputation tend to be rather enduring (Dutton et al. 1994). To make it possible that business 
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schools could evolve a generally stable and accepted order, a regulative mechanism is required 
that is independent of the self-reinforcing, reputational indicators. 



Table 9: Age and Business School Reputation"^ 



United States 


West-Germany^ 


Sweden 




Sequence Reputational 
of Rank* 

foundation 




Sequence Reputational 
of Rank** 

foundation 




Sequence Reputational 
of Rank*** 

foundation 


Wharton 

1881 


1 ^ 1 


Aachen 

1898 


1 ^ 3 


HHS 

1909 


. ^ . 


University 
of Chicago 
1898 


2 ◄ — ► 10 


Cologne 

1901 


2 4 


HHG 

1923 


2 ^ 2 


University 

of 

California 

1898 


3 ◄ — ► 11 


Frankfurt 

1901 


3 ^ 5 


University 
of Lund 
1958 


3 3 


New York 
University 
1900 


4 ^ 7 


Mannheim 

1908 


4 ^ 1 


University 
of Uppsala 
1958 


4 - 4 -*- 4 


Dartmouth 

1900 


5 ◄ — ► 16 


Munich 

1910 


5 ^ 2 


Stockholm 

University 

1964 


5 ^5 



Source: * Based on Business Week (see Merritt 2000), **Centrum fUr Hochschulentwicklung (2002), 
♦♦♦Veckans Special (see Ekelund 2003). 



It seems reasonable to suggest that this regulative mechanism is academic reputation. This 
might indeed be unexpected, since academic reputation is only one indicator of many, which, 
moreover, is visible only to a limited extent to outsiders. However, science plays a central role 
for two reasons. 

First, the quality of research can be characterized as the primary source for academic 
reputation and not, as opposed to the other sources, as a consequence of reputation. In 
contrast, the academic reputation of a business school results from the quality of the research 
activities of the faculty and not the other way around: a good business school reputation does 
not mean that all its research activities are accepted by the scientific community."^ Academic 



The business school rankings need to be interpreted with caution. The rankings are based partly on a very 
different set of evaluation criteria. Business Week magazine evaluated business schools on two primary 
criteria: 1. recent M.B.A. graduates’ satisfaction with the school and (2) recruiters’ satisfaction with recent 
graduates of the school. The German ranking conducted by the Centrum Jur Hochschulentwicklung (CHE) on 
the other hand is solely based on the university rating of professors of business administration. The Swedish 
ranking is based on institutional factors as well as academic factors, such as faculty/student ratio, number of 
doctorates per 100 students, or applications/college place. 

"" This table needs to be interpreted in relative terms. Due to political reasons the business schools in the GDR 
could not continue their activities in the same way as, for example, their counterparts in Western Germany. 
Thus, the figinre below focuses solely on the universities in Western Germany. Although Leipzig and the 
Humboldt University have taken up their activities in business administration again after the reunification, it 
is difficult to directly compare a school whose operations have been interrupted for several decades with 
schools that could constantly build and advance their academic reputation without interruption. 

The name of a highly renowned business school can of course be helpful for getting an article accepted in an 
academic journal, thereby also distorting the internal evaluation criteria of the scientific community. 




82 



Business Schools from a Neo-Institutional Perspective 



reputation stems from the social network of science and not from other sources. In other 
words, academic reputation rests on the scientific community’s evaluation criteria, which are 
largely independent from the criteria used in broader society. This is the result of the relative 
autonomy of science, which is characteristic of modem societies. 

Thus, academic reputation can be considered a “constant” in the complex network of 
reputation indicators. At the same time, a connection with the business school’s internal 
operations is established. Only if the business school insures that academic research is 
successfully conducted within its organizational framework will the business school produce 
reputational capital in the long run. 

Second, academic reputation can be considered as a source of credibility. Management 
knowledge is characterized by a high degree of task uncertainty. It follows that it is also 
difficult to define a set of vocational skills to be taught in business schools that would increase 
the student’s problem-solving skills and market value (Whitley 1984, 1988a, b). Therefore, a 
reliable source that can convincingly evaluate knowledge and send out signals to the labor 
market is necessary. Universities are this kind of institution. With respect to management 
education, business schools are, not least due to the steadily increasing body of scientific 
management knowledge, in the position to credibly filter students and certify their 
performance ability and managerial qualifications. 

In other words, with its ability to produce research, a business school can credibly 
demonstrate that it has the capacity to evaluate knowledge. The business school functions 
depicted in Chapter 4 — knowledge production, human resource development, filtering, and 
certification — depend on the authority to evaluate knowledge: this means that persons 
entmsted with the task to “filter” and certify students, and to give business students the 
opportunity to learn and develop, are required to be endowed with superior qualifications. 
Obviously, these persons need to have meta-competences, i.e. they need to have knowledge 
about knowledge. In modem societies, these competencies are attributed to science (e.g. 
Whitley 1988b). Thus, academic reputation “credentializes” the business school’s function 
fulfillment. 



However, the term “distortion” indicates that such effects contradict the normal functioning of the system of 
science. There are different opinions regarding the extent to which the system of science is “politically 
corrupted,” but when it comes to the characterization of the nature of science and the explanation of its 
persistence and influence, it needs to be pointed out that such “political” phenomena are not at the core of the 
scientific system. Furthermore, in the long run, the self-regulating mechanisms of science would take effect 
and a journal solely focusing on reputation would lose reputation. 
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Figure 5: Reputational Indicators 



Source: Own 



Self-reinforcing processes: Social 
system becomes self-sustaining 




This applies also to the teaching function. It is often recommended to integrate those business 
practitioners who have shown that they can successfully manage a company into the teaching 
of business classes. This would seem to be a straightforward method for signaling the quality 
of a business school. However, although it seems to be comparatively easy to determine 
whether a manager is successful, it is much more difficult to ascertain why he is succeeding 
(for assessment problems see Box 10). Is it possible to attribute success to a certain CEO? And 
if so, which competencies in fact led to his success? Even if these competences are 
identifiable, are they teachable? Are they only applicable to a unique historical situation or are 
they generalizable? In other words, a successful practitioner does not necessarily need to be a 
successful teacher. There is always the danger that practitioners might think that good business 
teaching consists in “telling how I did it,” which in turn creates concerns about the quality of 
business education (Simon 1976/1997: 349). In order to establish a credible connection 
between practical experiences and general, teachable skills, a certain social context is required. 
The creation of such a context depends to a high degree on the academic reputation of the 
faculty. 

Academic reputation also helps to create the discretion to impart knowledge that does not 
necessarily meet the expectations of the “consumers.” The fundamental forms of learning 
imply a change in the basic assumptions or frames of references (Argyris and Schon 1978), If 
only pre-existing expectations of the so-called “customers” are served, it is impossible to 
stimulate and enhance the students’ learning capacity and understanding. In fact, it is the 
purpose of the business school to transform the prevailing expectations and assumptions of 
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business students. The ‘‘happy-factor” does not represent an adequate indicator for quality 
assessment. It is hard to see how students can learn the contrary, uncomfortable, difficult, 
manifold, and differentiated knowledge if they are treated as customers to be served. 

Box 10 : Practitioners as Teachers: Same Skills, Different Attributes 

For several years, James March invited the CEO of Citigroup, John Reed, as a practitioner to hold a lecture for 
his class. He experienced the following: 

“John has talked to my class for a number of years. When he first came, he was a wunderkind. He was the 
young, new, dynamic executive who was going to lead us out of the forest. The students crowded around him, 
and they cheered, and they told me, 'This is a genius, a great man.’ John came again two years later. At that 
time, according to the Wall Street Journal, he was about to be fired: Citicorp was in deep trouble, nothing he 
did was working, he was inadequate for the job. He came and talked about exactly the same things. He had 
exactly the same style. He had exactly the same ideas. He didn’t change, but the students saw a totally 
different person. They saw someone who was pretentious, who was not really modem, was not really up to it, 
probably a little stupid. Then, another two years went by, and John came back gain. By that time he was a 
savoir. He had turned Citigroup around and the stock prices were going up at a precipitous rate. He was the 
newfound international wonder boy, and students flocked. He was exactly the same, had the same style, said 
the same things. Now, however, he was brilliant. He was outstanding.” 

This example puts the increasing demands for hiring business practitioners as teachers to improve the link 
between a university education and business practice into a different perspective. The reference to his practical 
success is not a sufficient indicator of business schools quality. 

Source: Taken from Huff (2000), in an interview with John Reed (Citigroup) and James March, Academy of 
Management Executive, p. 56. 

But who has the authority to impart knowledge that does not necessarily agree with the 
“customer’s” expectations and conventional forms of knowledge? Who has the authority to 
provide students perspectives that do not correspond with their existing frames of reference? 
In order to create a learning environment in which alternative understandings and discordant 
viewpoints are likely to be accepted by students, business schools need a certain credibility or 
authority. Again, in modem societies the source of this authority is attributed to science. 
Academic reputation gives students the confidence that the knowledge they acquire is valuable 
even if it does not fit their expectations and their existing knowledge base. In March and 
Sutton’s (1997: 704) words: 

“Since the earliest days of scholarship, the role of the scholar as researcher has 
been to pursue a vision of reality as lying outside social beliefs about that 
reality. The role of the scholar as part of the social establishment has been to 
support a social system that allows scholarship to flourish. The role of the 
scholar as educator has been to transform social beliefs about reality, 
encouraging beliefs that conform more to the understandings of scholars.” 
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A business school therefore must create a setting in which students can learn things that 
contradict their preliminary expectations. This is easier to achieve if a business school is 
equipped with academic reputation. It can then also justify the high tuition based on quality 
standards of knowledge. In contrast to other types of knowledge, academic knowledge has 
passed an assessment procedure that is accepted in society. Furthermore, the established status 
hierarchy of academic journals allows differentiation between accepted knowledge bases. This 
is not to say that research results of business schools are directly used in teaching. Indeed, 
some evidence suggests a subordinate role of such research articles (Bertilsson and Nybom 
1991). However, absent any other societally accepted institution to evaluate knowledge, 
academic reputation that stems from publishing in highly renowned journals gives the business 
school the power to define that the knowledge taught has value. 

Due to reputational spillover effects, academic performance has an indirect, credibility- 
enhancing effect on all other outputs produced by the business school."*® A strong academic 
reputation of a business school may cause a “halo effect” that increases demand for the 
M.B.A. and executive education programs, even if academic knowledge is not utilized in these 
courses. This is another reason for the privileged position of science in the reputation-building 
of business schools. Reputational spillover effects help to explain why the leading business 
schools invest large amounts of money in science and why the top-ranked schools are typically 
very strong in academic research (Trieschmann et al. 2000). It also offers an explanation for 
the prestige difference between universities and universities of applied science in Germany or 
the Swedish university colleges that usually do not, or to a smaller extent, conduct research 
(see also Box 11). 

Box 1 1 : The Fight for the Crown Jewels 

Many studies have affirmed that research is the core mission of universities (Cuban 1999). One example of the 
primacy of research and the high value associated with research can be foimd in the negotiations of the 
California Master Plan in the 1960s, where the University of California struggled with the state colleges for 
the so-called “crown jewels” (Kerr 1994), the exclusive right to conduct basic research and to offer Ph.D. 
programs. The University of California could enforce its demands and was given the privilege to focus on 
graduate education and basic research, whereas the State Universities should specialize in undergraduate 
education. However, over the years, the State Universities suffered from a dramatic loss of reputation and 
ceased attracting good students. As a consequence, the state universities started to undertake their own 
research, thereby increasingly blurring the sharp distinction between the tow types of higher education 
institutions. Today, the California State Universities are active in research, albeit to a lesser extent then the 
University of California. 

Similar developments can be observed in Germany. There are also status differences between the German 
universities, which are active in research and the German Fachhochschulen, whose purpose is to primarily 
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Similar effects have been observed in research on corporate images (Jensen 1992). 
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provide students an education with an applied emphasis. Correspondingly, the faculty of the universities of 
applied science are neither given much room nor the resources to conduct research. In recent years, however, 
faculty members from leading Faehhochschulen increasingly strive for academic legitimacy and call for 
additional financial support for research activities (HRK 1997). Moreover, in the current debate on the 
restructuring of the German higher-education system, the universities of applied science resist suggestions to 
attribute the basic courses leading to the Bachelor’s degree to the Faehhochschulen while the advanced study 
programs are attributed to the universities. This resistance of being devalued as a mere educational institution 
indicates that research plays a central role, particularly for the success of business schools. 

Similar demarcation problems exist between the Swedish universities and the university colleges. The role 
of the university colleges (the former affiliates of the research universities) was restricted exclusively to the 
provision of education. In recent years, more and more university colleges are clamoring for more research 
funds and the right to award the doctoral degree in order to overcome the reputation gap between them and the 
universities (Askling 2001: 159-160, Engwall 1992: 38-39). 

Source: Based on Kerr (1994), HRK (1997), Askling (2001), Engwall (1992) 

4.4 Images of Business Schools 

So far it has been shown how business schools could successfully become institutionalized. 
The creation of a scientific community of management researchers and the formation of an 
internal status hierarchy were important steps in order to become established. Reputation plays 
a central role for attaining legitimacy and securing resources from external stakeholders in the 
long term. Reputation is an abstract, almost empty concept, which nonetheless provides a 
central orientation criterion for external business-school stakeholders as well as management 
scientists. Reputation is a measure which helps external bodies for business schools to decide 
whether a business school is “better or worse.” However, reputation itself neither gives 
information on its source nor informs external audiences what in fact distinguishes one 
business school from any other. 

Stakeholders are not only interested in the distinction “better or worse,” but also in the more 
complex issue of the correspondence between their expectations and the general impression or 
image of the school. Therefore, it needs to be determined how external stakeholders create a 
more fine-grained image of the business school. To assess whether a business school suits 
constituency expectations, stakeholders orient themselves toward the codified and formal 
aspects of the business school, those features that are visible to the outside (e.g. Kamens 
1977). Important elements of the visible side of business schools are formal organizational 
structures such as job descriptions, policies, the official division of labor, the design of 
university curricula, the designation of academic departments and chairs, research areas, as 
well as the official self-descriptions that can be found on the business schools homepage in the 
World Wide Web or in official university brochures. 
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That higher education institutions can attain legitimacy through formal organizational 
structures has been pointed out by Kamens (1977). He argues that “organizational structures 
dramatize the symbolic redefinition of students and legitimate the idea that important changes 
actually have occurred during college attendance,” This argument is concordant with neo- 
institutional theory: Universities adopt specific organizational features not only for reasons of 
internal functional efficiency, but to correspond to the expectation that students have learned a 
variety of technical skills and competencies. 

On the basis of visible features, business schools create an “external image,” which might or 
might not correspond to the expectations of their external stakeholders. According to Theus 
(1993: 277), it is the fulfillment of social expectations relative to the institutional mission that 
assists higher-education institutions in attracting resources and weathering disruptions in the 
organizational environment. Thus, to the extent that universities meet the expectations of their 
organizational environment, they will be able to acquire resources that will enable them to 
survive. 

It is therefore proposed in this investigation that the degree of organizational legitimacy is 
determined on the one hand by the reputation of business schools and on the other hand by the 
extent to which business schools correspond to the expectations of its external stakeholders 
(see also Figure 6). Reputation indicates how well the business school works. To obtain a 
more comprehensive image of the business school, external stakeholders orient themselves 
toward the visible aspects of business schools, which indicate in which way the institution 
works, e.g. what kind of programs, courses, or academic degrees are offered. 

Figure 6: Sources of Legitimacy 




expectations 

(In which way does the business 
school function?) 

Source; Own 

The use of metaphors or image (Morgan 1997, Lakoff and Johnson 1980) is a means for 
conceptualizing how external and internal constituencies create sense of business schools and 
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how this relates to business school legitimacy. Metaphors play an important role in the 
creation of meaning and also help to constitute possible action (Maasen and Weingart 2000). 
Multiple metaphors exist as ways of generating a shared understanding among members of the 
systems of interest (here: the business school as well as business-school stakeholders). In this 
respect, the use of metaphors is closely related to the idea of institutionalization, which rests 
on the assumption that there is something like a society-wide shared view of an institution. 
According to Harrington (1995: 359): 

“Metaphors do much more than just lend old lexical meanings to new objects: 
they are literally ways whereby societies 'build’ webs of collective meaning; 
create what we would call cultural cosmologies or meaning-worlds that, once 
built, for better or worse become the ‘homes’ in which we reason and act, 
places that constrain without determining any of our particular conclusions or 
actions” (cited in Maasen and Weingart 2000: 29). 

Douglas (1986) found that whenever institutionalization takes place, certain society-wide 
shared metaphors or analogies play an important role."^^ With this basis in a shaping metaphor, 
institutional arrangements become “part of the order of the universe” (Douglas 1986: 52). The 
use of analogies provides a source of stability for institutions and helps to legitimize a practice 
or structure, because individuals can make connections to their existing schemata and mental 
models. These metaphors or analogies are simplifications and may even be misleading, but 
they can be regarded as a minimum consensus among the external stakeholders on how 
business schools should work. Of course, these metaphors and analogies are subject to change 
over time. This holds especially true for organizations with a long life span. But at any given 
point in time, a “fit” between the external image and the prevailing metaphor helps to secure 
legitimacy. In the following two sections, it is argued that the images prevailing within 
business schools about their nature conflicts with those held by external constituencies. 

4.4.1 The External Image of the Business School 

Because many of their products and services are intangible, business schools and other 
educational institutions must rely on image to some extent (Gioia and Thomas 1996: 398-399). 
Business school stakeholders usually have an idea of what a “good” business schools looks 
like, and a minimum consensus exists in society about what a “good” business schools looks 
like. This is supported by the fact that business schools have become institutions on a 



For example, the institutionalization of the internet was facilitated by the analogy of an “information 
superhighway.” 




Business Schools from a Neo-Institutional Perspective 



89 



worldwide scale. Obviously, there is a shared belief in the necessity of such an institution. 
However, considering the wide range of external stakeholder groups, each pursuing its own set 
of interests, it is not easy to describe an external image that is generally shared by the majority 
of external constituencies. 

It may still be possible to identify a dominant metaphor prevailing in society which contains 
assumptions about what “good” and “efficient” business schools look like. It seems reasonable 
to suggest that with the beginning of the 1980s, with increasing stakeholder orientation, the 
legitimizing metaphor for business schools is that of a “factory” in the knowledge market.'*^ 
This is supported by the increasing use of market rhetoric in business education and higher 
education in general. Language is a central mechanism through which actions and events in 
our daily life acquire meaning and through which change may occur (Weick 1995, Astley and 
Zammuto 1992). As Trank and Rynes (2002: 202) argue, the increasing use of the language of 
“markets” and “industry” has replaced the rhetoric of education and “reflects the power of the 
market construct as a social archetype and its seductiveness as a metaphor.” 

Several developments indicate the trend to consider business schools and universities in 
general as “knowledge factories.” Higher education institutions are often argued to be the core 
organizations in the emerging knowledge society (Amaral and Magalhaes 2002). Universities, 
and in particular business schools, are expected to function “effectively” and to contribute to 
sustainable economic growth by educating future business leaders or producing research 
results transformable into product or process innovations (e.g. Aronowitz 2000), In their study 
of two Swedish and two Polish universities, Czamiawska and Genell (2002: 464) found that a 
new language has appeared in universities and business schools that stresses markets, 
competition, networks, and strategies. They argue that along with this change in expectations, 
universities must change their identity from that of state-financed monopolies to self-financed 
participants in “knowledge-production markets.” Particularly in Swedish universities, 
“awareness of the need for a new image is overriding” (Czamiawska and Genell 2002: 464). 

The “knowledge factory” metaphor for business schools is also supported by Sturdy and 
Gabriel (2000). They found that the M.B.A. degree has come to be viewed as a standardized 
package of management education. It is associated with the view that students obtain practical, 
tangible, and even measurable results from their management education, which is promoted by 

The university-as-factory metaphor is not quite new and was used in the 1 8th century: A contemporary 
observer (Boell 1782) designed an image of the German university in which students act as customers who 
are provided the desirable goods by their professors. He vividly illustrates: „...und wenn etliche Auditoren 
iiber den Eulenspiegel ein Collegium gelesen wissen wollen, so miissen sie auf der wohlbestellten Akademie 
Gelegenheit dazu finden. Man muss ja den Kauffem mit aller ostensiblen Waar aufwarten. 1st denn nicht die 
Universitat eine Fabrick?“ (Boell 1782: 67, cited in Stichweh (1987: 137). 
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“smart packaging from lecturers and concomitant marketing from educational institutions” 
(Sturdy and Gabriel 2000: 984). 

Another indicator for an increasing use of the factory metaphor is reflected in a stronger 
emphasis of educational institutions on managerial techniques of market-based businesses. 
The response to increasing pressures of rising student numbers and costs along with 
accountability on the part of higher education has been to increasingly adopt strategic 
planning, including mission development of many business schools, strategy formulation, 
long-term plans for the business school, and an increasing attention for quality (e.g. van Vught 
1996). In many higher education systems it is currently fashionable to assume that business 
schools should put more of a “business footing” (e.g. Askling and Henkel 2000) and be cured 
by their self-produced medicine. Contemporary literature on higher education management 
argues that only through this type of managerial attention can universities survive (Kristensen 
1999, Lenington 1996, Rudzky 1995, Thibodeaux and Favilla 1995). 

The ongoing debates on organizational change in educational organizations suggest that the 
“knowledge factory” image is currently preferable in many countries. In the United States, 
higher education has been compared to “big business” because of its dependence on marketing 
and lobbying to acquire resources (Dill 1982, Pelletier and McNamara 1982). With respect to 
business schools, Zell (2001) recently observed in “The Market-driven Business School” that 
the pressure to become consumer- and market-oriented has increased immensely. According to 
this image, business schools are customer-oriented, which means that they have to adapt their 
“range of products” to the demands and needs of their customers, i.e. the students, business 
practitioners, or broader society. This implies that external expectations influence the output of 
a university in a similar way that businesses adapt their products to the needs and requirements 
of their customers. 

The knowledge factory and related metaphors are often used in the business press. In 1997 
The Economist published a survey on universities under the headline “Knowledge Factory,” 
David (1997: 5-6) describes today’s universities as the center of the knowledge society, “the 
engine room of the knowledge economy.” 

It seems that external business-school stakeholders in particular hold this idealized view of 
business schools, which is also communicated and transported by the schools themselves, e.g. 
via their internet web sites. The assumptions surrounding the university-as-factory metaphor 
include: 

(1) Customer orientation. The “university as factory” metaphor finds expression in 
viewing students as customers and academics as service providers (Koelman and DeVries 
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1999). According to Halbesleben et al. (2003: 255), the notion that students should be treated 
as customers developed in the early 1990s as scholars began proposing the application of total 
quality management to educational settings. The business press as well as education 
researchers frequently have promoted the view of students as customers and of education as a 
service that they purchase. The notion behind this metaphor is that students and society at 
large will benefit from a strong stakeholder orientation of higher education and that the 
education attained by the students will better prepare them for the job (Scott 1999). 

(2) A focus on problem-solving, relevance, and currency. Business schools are 
increasingly expected to design practically oriented study programs (Brindle and Steams 
2001) and provide contacts with many, preferably multinational businesses. The discussion on 
integrating ethics into the business school curriculum is a good example: Given the recent 
scandals at Enron and WorldCom, or the discussion about the compensation of members of 
the managing board, external constituencies increasingly require business schools to put a 
sharper focus on training future business leaders in ethics. Many business schools have also 
responded to pressing issues by integrating ethics in their curriculum. Since 2002, 
Northwestern University’s Kellogg School offers an M.B.A. program called “Business and its 
Social Environment,” which emphasizes social responsibility (Hindo 2002). Today, nearly all 
American business schools offer some form of ethics instmction (Merritt 2001a: 68). Some, 
such as Stanford, Wharton, and Harvard, have gone so far as to establish institutes for social 
responsibility. These organizational responses indicate that business schools are increasingly 
concerned with signaling currency and responsiveness to market trends. 

(3) Management education “value chain” (Friga et al. 2003, see Figure 7). The business 
school is increasingly perceived as consisting of several stages of the “value chain” that are 
closely intertwined. Ackoff (1994: 200-201) recently summarized: 

“Most schools are unconsciously modeled after factories. Incoming students are 
treated like raw materials coming into a production line that converts them into 
a finished product. Each step in the conversion process is planned and 
scheduled, including work tests and quality testing. Few concessions are made 
to the animated nature of the material processed. Although the raw material 
varies widely in quality, its treatment is uniform. The production process is 
considered to be successful if the final product is in high demand and can be 
sold at a high price. The system even puts brand names and model numbers on 
its products.” 
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The external image assumes that successful business schools operate in a market-driven, 
machinelike manner and produce successful leaders for high-performance organizations that 
can successfully compete in the global economy. It is assumed that research, if it is conducted 
properly, leads to efficiency enhancements of business practice and vocational skills. This 
view implies that the internal processes and structures are tightly coupled: changes in one part 
of the organization will subsequently cause changes in all other parts. It is generally assumed 
that current business problems are translated into the business-school research agenda, which 
in turn result in changes of teaching contents and consulting services. 

Figure 7: Business School “Value Chain” 
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(4) Focus on business school output. External audiences are primarily interested in the 
business school output and less so in the input. In fact, it remains largely unclear to the outside 
how research is utilized in the business school’s “production processes.” Research can be 
better described as something that is produced in the “dark,” For university stakeholders, it 
often remains unclear how research contributes to teaching or external services. In the external 
picture, the role of science in business school operations seems to be of less interest, with the 
exception that a high academic reputation signals that the business school operates 
“successfully.” What kind of methods or theories are applied, or which research questions are 
addressed seem to be of minor importance in the external image of business schools. Research 
is essentially regarded as an early layer of the business school “value chain.” 

In the eyes of many external stakeholders, especially those who are more remote from the 
business schools scenery, the Harvard Business School (HBS) is perhaps an ideal business 
school. The European School of Management and Technology (ESMT), a recently established 
business school in Berlin, explicitly attempts to model itself after the HBS. The very fact that 
some business schools attempt to promote themselves by explicitly stating that Harvard serves 
as a role model indicates that the HBS enjoys a very high degree of cultural support by 
business school constituencies. 

However, the factors that are responsible for HBS’ dominance are less connected with the 
superior quality of HBS’ educational products than with other factors such as its credentialing 
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and contact-forming functions. In Europe, it is rarely understood that the academic acceptance 
of Harvard Business School faculty - although high - cannot keep up with the overall prestige 
of HBS. The scientific community of the top research business schools in the U.S. often 
expresses some reservations against the “Harvard myth”."^^ At least anecdotal evidence 
suggests that even Harvard faculty itself partly shares this view. A former Harvard teacher 
who, after 10 years there with no offer of tenure, moved to the University of Hawaii’s business 
school. He stated: “At most top ten business schools, when you leave you are pretty much 
guaranteed a position at [another] top ten business school, but at HBS you aren’t” (cited in 
Schoenberger 2003). 

Box 12: The Harvard Mythos: A Factory for M.B.A.’s? 

How external stakeholders, such as the popular press, perceive and view reputable business schools is 
illustrated in an article of The New Yorker on July 19, 1999. 

“The Harvard Business School sees itself as a laboratory in which its students can examine the situations 
they will encounter in the real world. To this end, the B-School has aggressively recruited faculty adept at 
what it calls “practitioner-oriented research” — teachers who can’t tell nonsense from things that will really 
work... Just about all the professors I met were active consultants for enterprises like Frito-Lay, I.B.M., and 
BrystoUMyers Squibb, and some are themselves former C.E.O.s or other senior level executives who have left 
the corporate sector. Between consulting, savvy investment, and substantial salaries, the B-School faculty has 
managed to thwart the state of mild deprivation that normally characterized life in the academy, turning the 
vocation of teaching into what one alumni described a 'money machine'... The idea is to make management an 
active sport...” 

This description is interesting insofar as there is no mention in this article about any provision of 
substantive knowledge; the author’s portrayal of the Harvard Business School is one of a research-free 

business school. 

Source: Atlas (1999); based on an interview with James March 

Box 12 illustrates the “Harvard Myth” prevailing among many business school stakeholders 
and often disseminated by the business press. In this view, management is best taught by 
successful business practitioners and faculty with a strong consulting background: 

(5) Strategic controllability. The trend in the management of academic institutions is 
clearly toward the adoption of management tools of management originally developed in the 
business sector (Thibodeaux and Favilla 1995, Kristensen 1999, Rudzky 1995). Contemporary 
books on academic management argue that only through this type of managerial thinking can 
academic institutions survive (Bernard et al. 1998). Like factories, business schools are 
assumed to operate efficiently and effectively, e.g. by using strategic management thinking, 
techniques, and systems. It is assumed that business school leadership exercises control over 
the single units and functions and that it is possible to assess goal achievement through 
agreed-upon quantifiable measures, such as “profits” in business firms. As a factory the 

This also is supported by interviews conducted at the American case business school. 
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business school consists of a strong centralized leadership and different functional staff 
groups, such as academic, administrative, and technical units (see also Askling and Henkel 
2000: 113). Research, coursework, and learning are manageable and controllable like material 
input factors in industry. 

It seems that business schools have already adopted their self-description according to these 
prevailing expectations. In recent years business schools have paid increasing attention to the 
understanding, application, and implementation of business or market-oriented principles and 
practices including strategic marketing (Kotler and Fox 1995), entrepreneurship in universities 
(Etzkowitz 2001, Stankiewicz 1986), and stronger university-industry relationships (Bell 
1996, Geiger 1992). Gioia and Corley (2002) found that business schools shift massive 
resources from pedagogical improvements to public relations that merely create the image of 
progress and improvement. In their opinion, the media rankings have done a great deal to 
transform the rhetoric of business education to the rhetoric of business, as the rankings cause 
business schools “to become more business and less school” (Gioia and Corley 2002: 1 12). 

For example, the university-as-factory metaphor has been picked up by North Carolina State 
University (NCSU). The Chancellor of NCSU stated that universities play a key role in 
driving the emerging information economy. He described universities as “knowledge 
factories” that create new information as well as train people and argued that NCSU may even 
need to change its faculty culture.^” The Tuek School of Business took up the notion of the 
factory as well: 

“Our aim is to develop a cadre of leaders who can operate effectively in a 
global marketplace. With our consortium of companies and alliance of schools, 
we are building a global knowledge factory, where everyone learns from 
everyone else” (http://www.dartmouth.edu, 2003-9-9). 

Considering recent trends in the institutional environment of business schools, it is proposed 
that correspondence to the knowledge-factory metaphor assists business schools in attracting 
resources in the organizational environment. However, this external metaphor may not be 
compatible with those governing the inner life of a university. Houston (2001: 475) found that 
there is a “deafening clash of metaphors” between management approaches for reforming 
academic institutions and the internal image of the university. The following sections will 
therefore explore the mechanisms that govern the internal life of higher management 
education institutions. 



http://www2.ncsu.edu/ncsu/univ_relations/news_services/ebulletin/99_l 1/1 15/provosthtm, 2003-12-13 
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4.4.2 The Internal Activity Structure of the Business School 

Neo-institutional theory suggests that formal organizational structures do not necessarily 
correspond with actual organizational behavior. The business school activity structure may be 
different from the formal structure that is possibly only a myth of rationality. Due to the 
different frames of reference and different goals and norms that are pursued by practitioners 
and management scientists (Shrivastava and Mitroff 1984), it is unlikely that the external 
metaphor corresponds to actual work processes and activities (see also Houston 2001), 
hereafter referred to as the “internal image” of the business school. In contrast to the business 
community, which usually requires job-related skills and demands courses that emphasize 
knowledge directly applicable to real-life situations, management researchers see through the 
lens of their academic sub-field and look to the lecture to reproduce and enhance their 
disciplinary body of knowledge (e.g. March and Sutton 1997). Unlike the unclear and 
subordinate role of research in the external image, the activity structure, the internal image of 
business schools, seems to be basically imprinted by science (Weick 1984, Clark 1983, Becher 
2001, Dill 1982). 

Clark (1983) suggests that the culture of academic organizations is much more complex 
than that of other organizations. The factors that most affect the beliefs and culture of 
academics are the discipline, the educational institution, the national system, and the academic 
profession at large (Clark 1983: 74-75). In his view, the disciplines are the major concerns of 
academic systems: “Disciplinary cultures are the primary units of membership and 
identification within the academic profession” (Clark 1987: 7). That the internal social norms 
and rules of universities are essentially shaped by science is also supported by the observation 
that the status of a university correlates with research, resisting increasing endeavors to 
improve teaching (Cuban 1999, Grunig 1997). With respect to an American context, Weick 
(1984: 19) notes: 

“Just as the department is the dominant unit within a university and gives shape 
to the university, research (rather than teaching or service) is the dominant 
activity within a department that shapes the structure of that department. The 
technology of research, consisting mostly of individualized, isolated work, 
tends to dominate the departmental form directly and the university form 
indirectly.” 

The impact of research and the discipline is also strong in the context of collegiate schools of 
business (March and Sutton 1997, Trieschmann et al. 2000). Research plays a central role in 
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attaining legitimacy from constituencies as well as in building an internal status hierarchy 
among members of the organizational field of business schools. This leads to an internal 
picture that differs considerably from the external picture of a business school’s functioning 
already described. In the internal image, students are not regarded as customers, and although 
competition and market still play a role, they follow the rules of the social system of science. 
March’s (1996: 3) view of a business school clearly differs from the external image decribed 
above. He describes the business school more essentially a “temple,” which is dedicated to 
knowledge and a human spirit of inquiry: “Higher education is a vision, not a calculation. It is 
a commitment, not a choice. Students are not customers; they are acolytes. Teaching is not a 
job; it is a sacrament. Research is not an investment, it is a testament.” 

Although the temple metaphor can certainly not be regarded as representative for the 
internal image of today’s large universities, it nevertheless helps call attention to the frame of 
reference prevailing in educational institutions, which differs fundamentally from the 
metaphors used by external stakeholders. In the social system of science, the popularity of a 
management concept or the prominence in the media of an academic is not taken as a quality 
indicator. Science is not regarded as an input factor, and consulting is not regarded as applied 
science (Nicolai 2000). The division of work is organized around the discipline, beyond 
organizational borders, and not (as the external image of the knowledge factory suggests) 
around the solution of practical problems. Knowledge is central, but not instrumental. It aims 
at advancing the body of knowledge rather than the provision of marketable goods. It is vital 
for respectable scientists to be accepted by their scientific community. However, highly 
esteemed scientific contributions are not necessarily directly relevant to practitioners. In most 
of the scientific disciplines the word “applied” even carries a negative connotation (Simon 
1976/1997: 351), with the result that high status within the scientific community is more likely 
to be achieved with basic research, which cannot directly applied to business. This means that 
a business school attempting to build an academic reputation does not necessarily correspond 
to the expectations of its external stakeholders. In contrast to the notion of the “value chain”, 
good research does not necessarily lead to market-conforming consulting services or satisfied 
customers. There is a conflict between the external expectations on the one hand and the 
internal activity structure on the other hand. 

Besides the academic culture, which governs the organizational core, there is some evidence 
that the business schools’ activity structure is also shaped by an “advice-giving culture” 
(March and Sutton 1997). Particularly in the United States, where business schools are 
regarded as “professional schools,” part of the faculty is actively engaged in practical pursuits 
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(“the soldiers of organizational performance”, March and Sutton 1997: 703), e.g. via 
consulting or executive education, whereas others are more concerned about their scholarly 
work (“the priests of research purity”, March and Sutton 1997: 703). However, since the 
criteria for tenure or full professorship at top-tier business schools are usually based on the 
research productivity, the academic culture dominates the business school, while the advice- 
giving culture, which is present particularly in higher education systems with professional 
schools, such as in the United States, lies more at the business schools’ periphery. 

4.5 Strategic Options for Business Schools 

The knowledge-factory metaphor assumes that science, if it is conducted properly, results in 
vocational skills and efficiency enhancements of business organizations. Almost from the 
beginning of the business schools’ existence, management scholars attempted to develop a 
management science that improves the efficiency and effectiveness of business organizations 
(Zand and Sorensen 1975). However, until recently, the linear logic of knowledge application 
that underlies the image of the knowledge factory has not been achievable (Nicolai 2000). 
Two scholars stated recently 

“Most of what you are taught you never use and is irrelevant, and what you do 
use you’ve learned on the job, usually in an apprenticeship relationship... Some 
adults learn in university not because of the school or university, but in spite of 
it” (Ackhoff 2002). 

“Business schools appeal to one another as scholarly communities through a 
plethora of academic journals that are utterly divorced from the challenges of 
everyday management.” (Bailey and Ford 1996: 8, cited in Pfeffer and Fong 
2002: 80). 

From a science-theoretical perspective, the notion of a direct utilization of social science 
knowledge, as is suggested in the factory image, is not maintainable (Whitley 1988a, Weingart 
2003). Due to the limited possibilities of applying a body of abstract management knowledge 
to a wide range of context-dependent business situations, it is not likely that management 
sciences will ever generate theoretically derived formulas that can be directly applied by 
managers in business practice (Whitley 1988a). Against this backdrop, this chapter aims to 
discuss possible strategies available to business schools that are expected to function like a 
knowledge factory while the schools’ applied technologies are much more complex and not 

This view is supported by the interviews conducted in the case business schools. 
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likely to directly result in occupational skills. For this purpose, Oliver’s (1991: 152) 
framework will be drawn on. Because it is difficult to make fine-grained distinctions between 
single tactics, strategies are the primary point of reference, tactics are distinguished only 
where feasible. 

(1) Acquiesce. This strategy refers to (blind) adherence to constituency expectations, e.g. 
via habit, imitation^^ or compliance. This means that an organization would adopt and 
incorporate those norms and values prevailing in its institutional environment. This strategy 
would require business schools to correspond to stakeholder expectations — not only 
symbolically, but also on the level of action. External constituencies tend to expect business 
schools to function like a “knowledge factory”. In this view, business schools are required to 
increase the relevance of their academic research. However, this is easier said than done. Not 
only external stakeholders demand the creation and application of direct relevant management 
knowledge, but also management researchers themselves. This is reflected in the repeating 
calls for more relevance of management research expressed by the Academy of Management.^^ 
A lot of energy is spent on improving the applicability of management studies, but until today, 
these attempts have not been successful. Highly renowned academic management journals are 
still primarily read by academics. If the problem of relevance would be easier to solve, it 
would indeed be questionable, why business schools did yet not fulfill external constituency 
expectations. 

On the whole, it is not very likely that business schools respond to institutional pressures by 
directly incorporating constituency expectations into their internal organizational structures. It 
is impossible to construct directly relevant scientific management knowledge. Since research 
does not constitute the core of the knowledge factory metaphor (external stakeholders are 
primarily interested in the business school output while research is something that is created in 
the “dark”), one could argue that business school can correspond to the knowledge factory 
image by reducing or even abandoning the research function. Under these circumstances, 
business schools would move closer into the realm of consulting. Then, however, business 
schools could loose their usefulness to society (e.g. Trank and Rynes 2003, March 1995; in 
Schmotter 1995). In an 1995 interview, March argued that it would be foolish to respond to 



Organizations can imitate other organizations either by copying only the formal structures or by copying the 
formal as well as the activity structure. In the former case, imitation can also be interpreted as buffering, 
which is subject of a later section in this Chapter. 

For example, in a statement of strategic direction the Academy of Management recently formulated that it 
aims at creating “new forms of information dissemination and publication of management knowledge that 
meet member needs”, e.g. by improving the relevance of their research to practice and by giving greater 
attention to relevance and readability. See Academy of Management (2001). 
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external pressures by emphasizing the immediate value added for individual students and their 
employers: 

“Not only is that an incorrect formulation, it is also strategically foolish. If one 
simply ignored the scholarship function, it would be easy enough to establish a 
lower-cost institution that would produce graduates with the same sort of 
technical capabilities that, say, our students at Stanford possess when they 
graduate” (March, in an interview with Schmotter 1995: 4). 

A look at the historical development of business schools suggests that focusing on vocational 
skills and reducing or abandoning the research function may not lead to the desired effect of 
better aligning management education with practical demands. If business schools were to 
reduce or abandon their research function, it would be likely that top faculty and students 
would turn to other schools and related disciplines. Business recruiters would hire students 
from other disciplines and train them on the job. In the long run, there is a serious risk that 
business schools would lose their identity as academic institutions and with it the authority to 
educate future business leaders. 

(2) Compromise. This strategy requires business schools to balance demands for practical 
relevance with demands for academic rigor. Business schools would neither drift too far into 
the “ivory tower,” nor would they drift too far into a practical context. The aim is to reach a 
middle ground. This kind of balance implies that there is a trade-off between the two demands. 
Compromising, via balancing, assumes that reducing academic research results in more 
practical relevance and thus, vocational skills. However, there is no direct relationship 
between academic management knowledge and practical performance. It is therefore not very 
likely that business schools can balance conflicting institutional demands, because reducing 
academic rigor does not necessarily result in better or more relevant educational products. 
Instead, it seems more probable that less research eventually results in less qualified teachers 
and a smaller stock of knowledge (Zimmerman 2001: 8). Furthermore, in the knowledge- 
factory metaphor, no conflict exists between academic and practical demands. Instead, it is 
assumed that good research produces good consulting services. Thus, the terms “compromise” 
or “balance” actually contradict the image of the knowledge factory that prevails in society. 

For this reason, this strategic response, too, seems to be of limited value for business 
schools to correspond to institutional demands. However, compromise might be an alternative 
to soften the conflict between external expectations and internal demands. It should be kept in 
mind, however, that a trade-off exists. Thus, this strategy is associated with the danger to 
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become stuck in the middle, i.e. neither the academic nor the practical demands are 
satisfactorily fulfilled. 

(3) Manipulation and defiance. Manipulation requires that business schools actively shape 
constituency values or control constituency expectations. But there are some empirical 
indications that even the most powerful business schools are afraid of not being responsive 
enough to immediate market pressures. Corley and Gioia (2000) observed that deans of U.S. 
business schools do not dare to challenge or question the methodological problems associated 
with the media rankings, for fear that their school will drop in ratings in the next round. 
Moreover, business schools are widely afraid to refuse the “services” offered by the media 
sponsoring the ranking for fear of being seen by evaluators as “not playing the game” (Trank 
and Rynes 2002: 197). This example indicates that U.S. business schools are far from 
proactively shaping constituency expectations or challenging and defying demands for 
immediate relevance and are treating students as customers. 

The same applies to defying institutional demands. There is little empirical evidence that 
business schools ignore or attack stakeholder demands. Resource-acquiring institutions, 
particularly state business schools, depend on public support and conformity to 
institutionalized expectations. Myths of rationality are very difficult to challenge. This is even 
more true, as leading business schools are actively creating the image of a knowledge factory 
on the level of the formal structures. This, in turn, reinforces the belief that it is possible to 
realize the metaphor of the knowledge factory. Thus, there is little reason for external 
stakeholders, to give up the image of the knowledge factory and to change their expectations. 

In some rare cases, however, powerful business schools may be able to manipulate or resist 
external demands, especially from those constituencies that are perceived as less important. 
On such example is the resistance of some U.S. top-tier business schools to given institutional 
standards from the AACSB (Trank and Rynes 2002). In fact, AACSB appears to have little 
impact on the top-tier business schools (Trank and Rynes 2002: 198). One dean of a top 20 
American business school said, “just let them [the AACSB] not accredit us and weTl see who 
looks stupid” (cited in Trank and Rynes 2002: 198). The GSB of the University of Chicago 
once resisted providing a specific number of production management courses required by the 
AACSB standards.^'^ Several years later, the AACSB changed its accrediting policy towards 
“mission-based” accreditation standards in order to win the elite schools back. The change of 
the accreditation standards of the AACSB from a detailed set of course requirements toward 
the mission-based accreditation can be interpreted as manipulation, as influential business 

This was pointed out by an interviewee of selected American business school. See also Chapter 8. 1 .4. 
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schools, such as the GSB of the University of Chicago exerted their power over the content of 
the accreditation standards of the AACSB. Yunker (2000) argued that the mission-based 
accreditation is likely to result in lower aspirations in business schools, because business 
schools themselves can now determine their own goals. 

Even if manipulation and defying institutional demands seem to be the exception in 
responding to institutional demands, there may be additional strategies available for business 
schools that are more proactive that simply following taken-for-granted norms. Highly visible 
and reputable organizations, such as the top 20 U.S. business schools, may appear more 
trustworthy (Williamson 1991), thereby generating a greater scope of action than less visible 
actors in an organizational field. Thompson (1963) suggested that organizations exposed to 
contradictory demands can resolve such dilemmas by managing their degree of 
distinctiveness, elite status, or prestige. This means that a business school with a unique and 
important competence is likely to enjoy appreciation and respect from its environment. 
Academic reputation is likely to produce a distinctiveness, thereby enhancing the business 
school’s trustworthiness and limiting external interventions. 

Another possibility for increasing the degree of distinctiveness is to specialize, perhaps in 
functional areas or academic disciplines. Some examples for successful specialization include 
the GSB at the University of Chicago, a business school with a world-renowned reputation in 
finance, Babson College, which offers specialty coursework in entrepreneurship, Rotterdam 
School of Management (human resources), and MIT-Sloan (systems design and management, 
see Friga et al. 2003: 242). 

(4) Avoid. Another and very reasonable option for business schools is to avoid stakeholder 
expectations via buffering the academic core from institutionalized expectations or 
concealment (i.e, disguising nonconformity). That organizations buffer their “technical core” 
from outside expectations is a central issue in neo-institutional theory. From this perspective, 
business schools may create a kind of facade structure of policies and documented programs in 
order to correspond to the image of the knowledge factory. These structures, however, do not 
necessarily correspond with the activity structure. A business school may engage in “window 
dressing” and implement structures and practices only on a formal level to signal 
correspondence to institutional norms. Kriicken (2002) found that over recent years, many 
German universities have established so-called “transfer offices” to demonstrate an 
entrepreneurial vision and to correspond to societal expectations for innovativeness and 
currency. These offices, however, were often not part of the normal routines of the universities 
and not fully integrated with the underlying activity structure. 
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Buffering can best be achieved when the operating core that is shaped by the academic 
culture is only loosely connected with the formal organizational structure. Educational 
organizations have often been portrayed as loosely coupled systems (Weick 1976). In 
universities, goals and means-end relationships are usually unclear, so that formal structures 
often reflect only to a limited extent the actual work activities of the faculty members. At best, 
academic organizations formulate their goals vaguely. Cohen and March (1974) argue that the 
goals of the university are so broad that it is left no chance to accomplish them: 

“Almost any educated person could deliver a lecture entitled ‘The Goal of the University.’ 
Almost no one will listen to the lecture voluntarily. For the most part, such lectures and their 
companion essays are well-intentioned exercises in social rhetoric, with little operational 
content. Efforts to generate normative statements of the goals of the university tend to produce 
goals that are meaningless or dubious” (Cohen and March, 1974: 195). 

As Meyer and Rowan (1977, 1978) illustrate, educational organizations in particular must 
somehow reconcile incompatibilities between institutional pressures and technical demands of 
efficiency and effectiveness. In their view, organizations deal with these varying and 
sometimes contradictory demands by buffering, building gaps between, loosely coupling, or 
decoupling formal structures from actual work activities in order to maintain “ceremonial 
conformity.” Clark (1983) points out that the loosely coupled structure of higher education 
institutions is a consequence of the fact that knowledge lies at the core of the university. He 
states: 

“[A]n academic system works with materials that are increasingly specialized 
and numerous, knowledge-intensive and knowledge-extensive, with a 
momentum of autonomy. This characterization applies most strongly to 
advanced systems, but even the most retarded systems will be based on a half 
dozen or more distinct bundles of knowledge that have their own internal logics 
and an inherent bent toward autonomy” (Clark 1983: 16). 

Universities stand in sharp contrast to other types of organizations, as “machine 
bureaucracies” (Mintzberg 1979), in which the mass production of particular goods or services 
leads to extensive rationalization (Hardy et al. 1984). Production companies usually need tight 
integration of its actions: every part must fit together on the assembly line, the marketing mix 
must correspond to the products produced in the factories, and so on. In contrast, universities 
require special expertise. Universities are professional bureaucracies (Mintzberg and Quinn 
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1998, Muller-Boling 1998). Many of their decisions can only be made by individual 
professors, particular those related with the basic mission of teaching and research. 



Table 10: Functions and Dysfunctions of Loose Coupling 



Functions 


Dysfunctions 


• Business schools with a loosely coupled structure 
do not need to respond to each little change that 
occurs in their environment. Some parts of the 
business school are allowed to persist. 

• The business school may be better able to sense 
its environment when it consists of many 
independent elements that can be externally 
constrained.” 

• In loosely coupled organizations there is more 
room available for self-determination by the 
faculty members. 

• Loosely coupled business schools can better 
adjust to local needs without affecting the whole 
organization. 

• If there is a breakdown in one unit of the loosely 
coupled organization, this breakdown is less 
likely to affect other portions of the business 
school. 

• As opposed to industrial organizations, where 
people and materials need to be tightly coupled, 
educational organizations may be relatively 
inexpensive to run, because less coordination 
work among units or people needs to be done. 


• Also archaic structures and traditions in the 
business school may persist. 

• It is more difficult to disseminate the material 
that is sensed in the environment throughout the 
business school. 

• A business school with a good sensing 
mechanism might be more vulnerable to produce 
faddish responses and interpretations. 

• Once a mistake is made, e.g. when the wrong 
candidate is appointed for a professorship, a 
business school with a loosely coupled structure 
may have difficulties to repair the “defective 
element,” because the single organizational units 
are too isolated. 

• In loosely coupled organizations it is more 
difficult to allocate funds effectively. As a 
consequence, it is almost impossible to use 
financial incentives as means of change. 



Source: Adapted from Weick (1976: 6-8) 



Given the fragmentation of the management discipline (Whitley 1984, 1988a), there is no need 
for close interdependence among units as opposed to business firms that are linked by a set of 
products. Besides the low integration of the management discipline, an increasing number of 
specializations in business administration also results in an increasing autonomy among sub- 
fields, which in turn causes business schools to become more and more disintegrated and 
loosely structured. Table 10 depicts the potential functions and dysfunctions of loose coupling 
for business schools: 

The loose coupling concept applies mainly to the academic side of the business school 
rather than to its “administrative side.” The administrative side resembles much more the top- 
down type of organization upon which classical organizational theory has concentrated. A 
relatively clear chain of command is sent downward from the administrative director to the 
heads of the single administrative units and its single subordinates. In contrast, on the 



Weick (1976: 6) uses the metaphor of sand to explain that many independent parts are more appropriate for 
sensing the environment: For instance, sand is a better medium to display wind currents than rocks. Sand 
consists of a high number of elements, the elements are independent among each other and can also be 
externally constrained than is the case for rocks. 
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academic side a flat structure of loosely coupled parts has been the predominant organizational 
form (Clark 1983: 17). 

In this section, a gap between the external image and the internal reality of business schools 
has been unearthed. Management researchers live in two worlds, a dilemma that has been 
pointed out by many researchers (Simon 1976/1997, March and Sutton 1997, Nicolai 2000). 
One world, which has been labeled the “external image,” demands knowledge about how to 
improve organizational effectiveness and performance. The second world, which corresponds 
to the internal image, demands and rewards adherence to rigorous standards of scholarship. 
Simon (1976/1997: 355) states that bringing together both cultures resembles the mixing of oil 
with water. In a similar vein, March and Sutton (1997: 703) argue that academic institutions 
often solve these dilemmas by separating the two contexts: 

“In academic institutions, one can find a culture of advice givers who tell 
stories about the things that affect organizational performance to people 
involved in trying to produce improved performance. These advice givers are 
ordinarily quite disconnected from serious research on organizations and quite 
unconcerned about research standards, as are their patrons. One can also find a 
culture of research workers who tell stories to each other about why one cannot 
make inferences about causality from correlational and retrospective studies. 

These research workers are ordinarily quite disconnected from the immediate 
problems of management and quite unconcerned about organizational 
performance improvement, as are their patrons.” 

This statement supports the concept of decoupling: business schools hire researchers for 
fulfilling the research function and they hire teaching staff or consultants to perform the 
teaching and service functions. Given the tensions that exist between a practical and academic 
context, it can be proposed that business schools separate the two contexts. On the level of 
discourse, the division of labor combines teaching, research, and service, while on the level of 
action the single function seem to be less integrated than the outside stakeholder usually 
assumes. Since the visible organizational features may only vaguely reflect the action 
structure, it is easier for business schools to fulfil the internal demands for “efficiency” that are 
mainly governed by the values and expectations of the academic community of management 
scientists (Weick 1984, Clark 1983), while at the same time the business schoofs formal 
structures correspond with the demands from the institutional environment. Correspondingly, 
changes in the formal organizational structures do not automatically cause changes in the 
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activity structure and the underlying assumptions of the organization. The converse is also 
true: changes in the basic assumptions and orientations of the business schools do not 
necessarily correspond to changes in the visible elements and artefacts of the business school. 

This is of particular importance, considering that many external interventions solely aim at 
the visible elements, i.e. the formal structures of universities, which are only loosely coupled, 
if not decoupled, from the actual work activities. Thus, if there is a wide gap between the 
formal structure and the activity structure, even the most radical interventions need not disturb 
internal operations. It cannot be assumed that copying the formal structures from those 
organizations that are perceived as more successful or legitimate, e.g, American research 
universities, inevitably results in changes in the activity structure. 

What does this mean for the management of business schools? By taking a management- 
theoretical stance, such as the resource-based view, it can be proposed that in order to achieve 
competitive advantage organization must possess resources that are valuable, unique, and 
difficult to imitate (Barney 1989, Dierickx and Cool 1989), Given that the formal structures 
are relatively easy to imitate, it is proposed here that competitive advantage is likely to be 
achieved by building an academic reputation. In doing so, the business school can signal 
quality and competence and credibly establish a link between its internal operations and the 
products offered to its “customers.’’ Against the background of the trade-off between academic 
rigor and correspondence to external expectation, it is suggested here that the better the 
business school can fulfill both sources of legitimacy (reputation and correspondence to the 
knowledge factory metaphor), the more it tends to decouple formal structure from its activity 
structure. The arguments developed in the previous sections are organized into a research 
framework and depicted in Figure 8: 
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Figure 8: The Research Framework 
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5 Excursus: Isomorphism - The Case of Entrepreneurship Professorships 

The analysis of the historical development of business schools has shown that the organization 
of academic business education seems to be partly isomorphic across countries. In many 
respects, this structural homogeneity is particularly widespread in the organizational field of 
higher education. For example, despite the peculiarities of an applied subject, the formal 
structure of business administration as academic subject certainly resembles the organization 
of other academic fields, such as the natural sciences, theology, or the humanities. Looked at 
in a comparative and historical perspective, business schools show a high degree of 
standardization and shared norms not only across disciplines but also across countries. There 
is probably a greater consistency among marketing professors worldwide than there is among 
the direct colleagues in the management faculty within a particular business school (see also 
Hardy et al. 1984). 

The observation of an increasing structural similarity of organizations, even across different 
branches and organizational settings, is also the starting point of DiMaggio and PowelTs 
(1983) argument. With their concept of isomorphism, they provide an explanation for their 
high degree of homogeneity between organizational forms and practices. Within 
organizational fields isomorphic processes take effect, leading organizations to become more 
similar. The notion of an organizational field has already been defined as “the existence of a 
community of organizations ...whose participants interact more frequently and more fatefully 
with one another than with actors outside the field” (Scott 1995; 56), 

Various attempts at imitating university systems can be found in the history of higher 
education. At the beginning of the 20th century, the German research university was an 
exemplar for numerous European and non-European higher education systems. The 
integration of research and education within the organizational framework of the research 
university has been copied from the German system into the American and the Swedish higher 
education systems. However, the German role model in the organization of higher education 
was later replaced by the American system (Engwall 1992, Krucken 2002, 2003). 

Another indicator for isomorphic processes is the current debate about the transfer of 
academic degrees, such as the Bachelor and the Master’s degree, into many European 
university systems. This debate is certainly shaped by the organization of American research 
universities. The so-called Bologna Declaration from 1999 urges European universities to 
homogenize their higher education system by changing existing one-tier systems such as the 
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German and the Swedish one into two-tier systems with both Bachelor’s and Master’s 
degrees. 

In Germany, the diffusion rate of Bachelor’s and Master’s programs seems to be remarkably 
high: in summer semester 2003, German universities and universities of applied science 
offered 749 bachelor and 803 master courses.” One reason for this rapid adoption of 
consecutive study programs in Germany is the strong normative support expressed by various 
organizations within higher education, such as the Science Council (Wissenschaftsrat), the 
Center for Higher Education Development (CHE), the Foundation Association 
(Stifterverband), the Rector’s Conference (Hochschulrektorenkonferenz), and diverse German 
trade associations (see Kriicken 2003). Since governmental organizations, consultancies, and 
organizations such as accrediting agencies collectively demand the introduction of M.A. and 
B.A. study programs, universities are more or less forced to accept and implement the new 
programs. From a neo-institutional perspective, the diffusion of Bachelor’s and Master’s 
degrees can thus be interpreted as normative isomorphism on the threshold of coercive 
isomorphism, which results from formal or informal pressures on business schools. 

Research addressing the forms and causes of structural isomorphism within the field of 
business schools has to date been largely neglected. This study will draw attention to those 
features that can be observed across different countries and that can be utilized to observe and 
illustrate isomorphic processes. One starting point to investigate isomorphic pressures is the 
designation of academic chairs and professorships. By analyzing academic designations, 
changes in the internal dynamics of business schools can be identified. For researchers, the 
designations of academic chairs provides a good indicator of the cultural pressures that operate 
on the business school, because they offer valuable clues particularly for identifying the 
educational and research objectives that the business school faculty thinks should be pursued. 

To illustrate how isomorphic processes occur within the organizational field of business 
schools, the discipline of entrepreneurship has been selected. This field is comparatively 
young, but the amount of academic research as well as the creation of professorships at 
business schools have increased vastly in recent years. The process of institutionalization of 
entrepreneurship as an academic subject is documented quite extensively. Furthermore, the 
field of entrepreneurship can be differentiated from other academic discourses in management 
studies fairly easy. In the following, the adoption patterns of entrepreneurship professorships 

The increasing standardization of European higher education is intended to facilitate the comparability of 
curricula and degrees within Europe. It is planned to establish a two-tier system consisting of Bachelor’s and 
Master’s programs, to establish common standards, and to facilitate a Europe-wide acceptance of programs 
and degrees (see, for example, Kriicken 2003). 

” See www.hrk.de/161htm, 2003-07-12 
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in the selected case countries will be examined. Based on this analysis, conclusions about the 
relevant organizational field in which business schools are operating will be drawn. Before the 
data on the institutionalization of academic professorships in entrepreneurship is presented and 
analyzed, it is necessary to define central terms and to describe the data collection process. 

5.1 Sample and Data Sources 

Determining and comparing the number of chairs or professorships poses some problems of 
definition. The American system sometimes uses the terms chairs and professorships 
interchangeably, while others equate research center directorships with chairs or professorship 
holders.^® Since professorships and chairs have a clear tie to academic hierarchies and are also 
used interchangeably in the German as well as the Swedish system, this study will include 
chairs and professorships in determining the growth of academic positions in entrepreneurship. 

In the United Sates, the development of professorships in entrepreneurship and related fields 
is documented quite well. Several studies on the institutionalization of academic chairs in this 
field have been conducted (e.g. Katz 1991a, b, 2003), and an online database has been created 
that constantly updates the developments in academic entrepreneurship education.^^ The data 
for the American case, however, also includes designations in related fields such as small 
business and new venture. Since it would have been beyond the scope of this study to conduct 
a separate study to distinguish entrepreneurship designations from related fields, these data 
were utilized for analyzing isomorphic processes in the field of entrepreneurship. However, it 
needs to be kept in mind that the data base of the American case is not entirely comparable 
with the German and the Swedish data base, because in the latter cases only entrepreneurship 
designations have been included in the sample. Although different definitions of 
entrepreneurship do not represent a comprehensive basis for comparing the institutionalization 
of academic chairs in absolute numbers across nationalities, they are illustrative as a simplified 
yardstick for the development of the field of entrepreneurship in the three case countries. 

The main source of data for the United States was obtained from Katz (1991a, b, 2003). For 
the period between the creation of the first chair and 1990, Katz (1991a) produced a list of 
endowed positions. Additional information on academic chairs was based on a variety of 

There is no clear distinction between chair and professorship in the United States. However, sometimes these 
two positions are differentiated by the form of funding and the duration of the position. For example, chairs 
are often established in perpetuity because they result from the creation of an endowment which is used to 
support the activities of the chairholder. The resources to create the endowment usually stem from several 
sources, including an external gift or donation or internal funds. In contrast, professorships usually reflect 
naming opportunities that have a defined term. The length of the professorship depends on the amount of 
funds supporting these professorships. 

See http:/^web.slu.edu/toc.htm, 2003-07-3 1 
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sources, such as eWeb’s list of endowed positions of entrepreneurship and related fields.® For 
Germany, the report of the FGF (Forderkreis Griindungsforschung, see Klandt and Knaup 
2002) on professorships in entrepreneurship has been utilized. FGF is an association 
supporting research, education, and knowledge transfer concerning the subject 
entrepreneurship.^' The report contains data on the institutionalization of research and teaching 
in entrepreneurship at German universities as well as universities of applied sciences. 
Johannisson and LandstrOm’s (1997) report on the state of the art of Swedish entrepreneurship 
education serves as a basis for this country. This report is supplemented with empirical data 
gathered from the home pages of Swedish higher education institutions providing business 
education. 

While the resulting lists are certainly not comprehensive, they cover most of the chairs 
created in entrepreneurship in the United States, Sweden, and Germany. The data available are 
consistent with the purpose of this chapter, which is to generally illustrate the 
institutionalization of entrepreneurship chairs in order to discuss the institutionalists’ argument 
that under conditions of uncertainty, organizations model themselves on other organizations 
they see as being more legitimate and successful. As will be shown later, the 
institutionalization of entrepreneurship chairs seems to be a rather strong case for the new 
higher education discourse, which focuses on stronger links between academia and society. 

5.2 The Development of Entrepreneurship Professorships 

The first academic chairs in entrepreneurship were founded in the United States. Already in 
1963, a first endowed position in a entrepreneurship-related field was created at Georgia State 
University, followed by the Massachusetts Institute of Technology (M.I.T.), which established 
the second chair in a entrepreneurship-related field in 1970 (Katz 1991a: 57). From the 
beginning of the 1970s, the first conferences were held, e.g. the Symposium on Technical 
Entrepreneurship at Purdue University in 1970. Further steps to institutionalize 
entrepreneurship as an academic discipline were the foundation of the first entrepreneurship 
associations and interest groups such as the Entrepreneurship Interest Group of the Academy 
of Management in 1974. The first chair with an “entrepreneurship” designation was created at 
the Ohio State University in 1976. In 1980, Katz (1991a) reported 17 endowed 

® See http://eweb.slu.edu/toc.htm, 2003-07-3 1 

The main activities of the FGF include 1) supporting the institutionalization of professorships for 
Entrepreneurship at universities; 2) development and maintenance of the literature database ELIDA 
(Entrepreneurship Literatur Datenbank); 3) publication of academic literature on the subject of 
Entrepreneurship; 4) organization of academic conferences on Entrepreneurship; 5) provision of a virtual 
platform for information and communication among researchers in Entrepreneurship. For further information 
see http://www.fgf-ev.de, 2003-11-15. 
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entrepreneurship positions at universities and four-year colleges, which increased to 36 
positions in 1985. The growth of academic chairs in entrepreneurship and related fields has 
been astonishing, particularly during the 1980s and 1990s. Katz (1991a) found 102 positions 
in universities and four-year colleges in 1991 and 241 positions in 1999.^^ 

With respect to the chronological sequence of the creation of entrepreneurial chairs, it is 
notable that most of the top-rated business schools in the United States have one or more 
endowed positions in entrepreneurship (see Appendix A). The Ivy League schools such as 
Harvard, Pennsylvania, Cornell, and Yale, and the major public universities such Minnesota, 
Wisconsin, Virginia, and Texas, as well as top private schools such as Carnegie Mellon, 
Northwestern, and the University of Southern California belong to the group of the “early 
adopters.” By dividing the total number of universities that have created entrepreneurship 
chairs or professorships into 3 groups of the same size (early adopters, middle adopters, and 
late adopters), it is clear that the greater part of the top 20 business schools belong to the group 
of early adopters.^^ Fourteen out of the top 20 business schools have created chairs between 
1976 and 1990. Between 1991 and 1999, 5 additional top schools have adopted endowed 
positions in entrepreneurship into their school. Only 3 of the top tier schools are not endowed 
with entrepreneurship professorships, namely Chicago, UCLA, and Duke University. 

The development of entrepreneurship education at the university level in Germany differs 
considerable from the American case. More than 30 years later than in the United States, the 
first academic chair for entrepreneurship has been founded at the private European Business 
School (EBS) in 1998, followed by 2 technical universities (TU or TH), the TU Dresden and 
the TH Karlsruhe in 1999. Following the survey of the Klandt and Knaup 2002, within a 
relatively short time span a comparatively large number of entrepreneurship chairs has been 
created. Professorships in entrepreneurship are also widely disseminated at German 
universities of applied science. Of 48 entrepreneurship professorships that Klandt and Knaup 
(2002) identified, 30 have been created at this type of higher education institution. In 1999, 
five Fachhochschulen adopted the first professorships in entrepreneurship, among them 
Schmalkalden, Gelsenkirchen, Stuttgart, Koblenz, and Deggendorf 
Another peculiarity of entrepreneurship chairs at German universities is their mode of 
finance. Since the German higher education system is basically a public system (see also 

According to eWeb’s (1999) list of endowed positions in entrepreneurship and related fields. See 
http://eweb.slu.edu/Default.htm, 2003-07-31 

The definition of top-tier business schools is based on the research ranking from the year 2000. It needs to be 
pointed out that the ranking is not adjusted to the respective years, but are all based on the years 1986-1989. 
However, the distortion resulting from this should be comparatively small, since the research rankings are 
more or less stable over the years. For example, with the exception of two changes, the group of the top 20 
business schools in 1986 is identical with the business school ranking of 1999. See Trieschmann et al. (2000). 
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Chapter 6), academic departments are usually financed by state grants. This contrasts with the 
resource allocation of the majority of German entrepreneurship chairs. According to the report 
of Klandt and Knaup (2002), 29 of 48 entrepreneurship chairs are endowed with private funds. 
With respect to the 18 university professorships, only 2 chairs are financed by the federal state 
of North Rhine- Westphalia and the Federal Republic, namely the University of Wuppertal and 
also the University of Hagen. 

An interest in entrepreneurship and small business research emerged in Sweden by the late 
1960s (Johannisson and Landstrom 1997: 277). However, it was not until 1989 that the first 
chair in “Entrepreneurship and Business Development” at Lund University was created. 
During the 1990s, additional professorships were founded, often in combination with general 
business administration. At Umei University, a professorship for “Small Business and 
Regional Development” was created, followed by a chair in “Entrepreneurship and Small 
Business Development” at the Swedish University of Agricultural Studies in Uppsala. In 1996, 
Jonkoping International Business School founded a chair in “Business Administration and 
Entrepreneurship” (Johannisson and Landstrom 1 997 : 279). Additional initiatives for 
establishing entrepreneurship at Swedish universities were undertaken at Uppsala University, 
which built a Center for Entrepreneurship Research in 1996. In 1997, a joint cooperation 
between the Royal Institute of Technology (KTH), the Stockholm School of Economics 
(SSE), Karolinska Institute (KI), and the University College of Arts, Crafts and Design 
(Konstfack) resulted in the creation of the Stockholm School of Entrepreneurship (SSES), 
which provides training courses in entrepreneurship for students of the partner universities. 
Instead of professorships, Gothenburg University and Stockholm University created research 
centers, where faculty from different business subdisciplines conducts research on 
entrepreneurship. Between 1999 and 2001, three additional professorships were introduced in 
Swedish institutions of higher education: one at Halmstad University (1999), one at VSxjd 
University (2000), and another at the Stockholm School of Economics (2001). On the whole, 
more than one third of the 25 higher education institutions offering management education are 
equipped with professorships in entrepreneurship. This portion does not include the various 
research initiatives and teaching programs in entrepreneurship provided by Swedish 
universities. 




Excursus: Isomotphism - The Case of Entrepreneurship Professorships 



113 



5.3 Analysis of Adoption Patterns 

Figure 9; Development of Entrepreneurship Professorships 




1965 1970 1975 1980 1985 1990 1995 2000 2003 

Germany United States Sweden 



Source: Own; data compiled from Katz (2003, 1991u, 19916), Klandt and Knaup (2002), Johannisson and 
Landstrdm (1997). 

Figure 9 provides an overview of the creation of entrepreneurship chairs in the three case 
countries. This figure shows that the establishment of chairs in entrepreneurship and related 
fields in the United States started 26 years earlier than Sweden and 35 years earlier than 
Germany. There are several explanations for this pattern of development. One possible 
explanation can be found in the different cultural settings in which the higher education 
systems are embedded. Entrepreneurial activities have always played a central role in the 
United States. It has often been pointed out that the high standard of living achieved in the 
United States is attributable to the entrepreneurial spirit and innovativeness of its people and to 
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the small firms there that quickly grew into large-scale enterprises (Hayward 1981). In a 
comparative study of American and Scandinavian entrepreneurs, Delmar and Davidsson 
(2001) found that the prevalence of nascent entrepreneurs was higher in the U.S. than in 
Sweden. The authors suggest that differences in the size and industry makeup of the private 
sector is likely to have affected this outcome, as are differences in wage dispersion and 
taxation. 

In contrast to the United States, the Scandinavian countries, particularly Sweden, are 
characterized by a large public sector and large companies. According to Johannisson (2002: 
1), “in the case of Sweden, a number of large corporations managed to create wealth and 
economic success until the 1980s. Because of this, there was not much need either for an 
active small business sector or for an offensive public entrepreneurship policy.” The recession 
of the late 1970s revealed that Sweden could not solely rely on large firms for employment. 
The government made considerable efforts to stimulate the small-business sector (Johannisson 
and Landstrom 1997: 278). Subsequently, research in entrepreneurship expanded significantly, 
and the first research groups were established at the Universities of Umei and Vaxjo during 
the 1980s. These endeavors to establish an academic discipline culminated with the creation of 
the first chair in “Entrepreneurship and Business Development” at Lund University in 1989. 

One possible explanation is that the Swedish management research tradition has been 
closely tied to the American research context since World War II. In contrast to the German- 
speaking countries, which have been influenced by the Betriebswirtschaftslehre discourse, 
Swedish management research is more closely aligned with North American research. This is 
reflected in the large portion of American literature used in Swedish management education 
and research (Engwall 1992, 2000). In the late 1950s, the North American management 
literature grew to about the same level as the Scandinavian literature, and in the late 1960s, 
more than half of the textbooks used in Swedish higher management education were published 
in English. The German element steadily diminished until the 1970s, when it totally 
disappeared (Engwall et al. 1987: 22-23). 

Like Sweden, Germany, can be regarded as highly regulated, in which a comparatively large 
public sector leaves less space for individual initiative than in the United States. Especially in 
recent years, the limited opportunities for entrepreneurs have often been bemoaned in 
Germany. As Lehrer (2000: 92) points out, until very recently, Germany suffered from 
“underdeveloped venture-capital markets, a public university system inadequately geared to 
create entrepreneurs conspired with a variety of highly conservative economic and cultural 
factors [that] discourage individual risk taking.” Although Germany and Sweden seem to 
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share a number of sociocultural characteristics, which help to explain why entrepreneurship 
professorships have been established much later in comparison to the United States, it needs to 
be asked why German higher education institutions did not adopt entrepreneurship chairs 
before the late 1990s, almost 10 years after Sweden. 

The North American influence on German higher management education in the postwar 
period was weaker than for Sweden. Although from 1945, American approaches to 
management also swept into the German faculties for business administration, the old 
Betriebswirtschaftslehre was largely maintained (Locke 1989). German business 
administration has been influenced by the work of Erich Gutenberg (Albach 1997: 1264, 
Liicke 1997). In contrast to U.S. management approaches, which have a strong orientation 
toward the behavioral sciences, Gutenberg’s BWL did not provide much room for 
entrepreneurial studies. In fact, in his theory he excluded entrepreneurial activities of the so- 
called Dispositiver Faktor. Gutenberg (1983: 6-8) argued that entrepreneurial activities ground 
in an “irrational layer,” thus making the entrepreneur inaccessible for scientific reflection. He 
saw major aspects of management and entrepreneurship more as an art and thus not teachable 
or leamable. Gutenberg therefore eliminated the “irrational element” from his theory and 
turned instead towards the planning and organizing components of already existing businesses 
(Gutenberg 1983). Not until the 1970s were management thought and behavioral science 
knowledge introduced in the German BWL, gradually replacing Gutenberg’s thought and 
various new approaches with more practical orientations already established (Meyer 1998). 
During the 1980s and 1990s, an increasing pluralization of German business administration 
can be observed, which is reflected in the integration of various subdisciplines into German 
Betriebswirtschaftslehre, such as human resource management, environmental management, 
e-commerce, and entrepreneurship. 

It is also important to note that German business administration is traditionally structured 
around different corporate functions (production, accounting, distribution) and branches 
(banking, industry) rather than around different basic disciplines, such as psychology, 
behavioral sciences, economics, and sociology. Since entrepreneurship cuts across a variety of 
disciplines, the organization of the traditional German Betriebswirtschaftslehre may have been 
another barrier for the diffusion of entrepreneurship research into German academia. The 
different frames of reference thus help to explain why Sweden integrated entrepreneurship into 
its alma mater earlier than Germany, which itself followed its own national research tradition 
in business administration. 
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Thus, among other factors, the early institutionalization of entrepreneurship as an academic 
subject in the United States can be attributed to different sociocultural factors between the 
U.S. and the two European case countries. The different adoption pattern between Germany 
and Sweden on the other hand may be attributable to the distinctive research traditions 
prevailing in the two countries, with Sweden being more oriented towards North America and 
Germany being stronger influenced by its Betriebswirtschaftslehre. 

An alternative interpretation of the diffusion pattern in the three countries can be ascribed to 
differences in the university systems in each country. While the United States and Sweden 
have both adopted a department structure, Germany’s universities are predominantly 
organized around chairs, the so-called Lehrstiihle. The Lehrstuhl tradition is less likely to 
admit new disciplines into the existing alma mater than the more flexible department structure 
of the United States or Sweden (Engwall 2000: 6). Compared to a professorship in a 
department structure, a Lehrstuhl usually requires a larger amount of resources since every 
chairholder appoints and recruits additional academic and administrative staff for his institute. 

Yet another explanation for the different adoption patterns of entrepreneurship 
professorships is related to the different degrees of market orientation of the universities in 
their respective national education system. Entrepreneurship can be interpreted as a market- 
oriented, stakeholder-oriented type of professorship. University spin-offs send a clear signal 
for practical relevance to external stakeholders. An entrepreneurship chair represents an 
organizational unit suggesting that academic knowledge can be directly commercialized. This 
idea is supported by the fact that entrepreneurship chairs are often directly financed by private 
funds from industry. Even in the German public higher education system, the majority of the 
established professorships is sponsored by private endowments (Klandt and Knaup 2002). 
Furthermore, a substantial portion of the German entrepreneurship professorships has been 
established at the universities of applied science, which are often praised for their practical 
orientation: 29 out of 49 entrepreneurship professorships at German higher education 
institutions were created at the universities of applied science (Klandt/Knaup 2002, see 
Appendix B). 

U.S. business schools entered the phase of “stakeholderism” earlier than German or 
Swedish academic management education institutions, which also helps to explain why 
entrepreneurship has been integrated into higher education institutions much earlier than in 
Germany and Sweden. The stronger market focus of American institutions is reflected in the 
close interaction between business schools and practitioners, e.g. via executive trainings and 
M.B.A. programs. Furthermore, American business schools have traditionally depended on 




Excursus: Isomorphism - The Case of Entrepreneurship Professorships 1 17 

private funds and endowments, as opposed to Germany and Sweden. Along with the declining 
American economy in the late 1970s, business schools were also increasingly exposed to 
demands for practical relevance (Cheit 1985). This development corresponds with the finding 
in Chapter 4.1.4 that the stakeholder-oriented business school appeared first in the United 
States. The early institutionalization of entrepreneurship professorships in the United States 
seems to be not only attributable to sociocultural factors but also to the early stakeholder 
orientation of U.S. business schools. These developments indicate that along with an 
increasing stakeholder orientation of university professorships and academic chairs, 
management studies become increasingly organized around practitioner-oriented fields of 
knowledge. 

It is also important to note that technical universities belong to the group of the early 
adopters of entrepreneurship chairs. This applies to the United States as well as to Germany: in 
the United States, the second entrepreneurship-related chair was founded at the Massachusetts 
Institute of Technology, and in Germany, 5 of 18 university chairs were founded at technical 
universities, at the universities of Dresden, Karlsruhe, Munich, Darmstadt, and Ilmenau. A 
possible explanation is that entrepreneurship chairs at technical universities are seen as a 
support function for promoting technological innovations and patents. From this perspective, 
entrepreneurship chairs mainly represent an internal service or marketing unit and only 
incidentally pursue an academic function. Entrepreneurship chairs symbolize the last element 
of the “university value chain.” This development is consonant with the aforementioned 
knowledge-factory image that has started only recently, in which the call for an customer- 
oriented education and an “entrepreneurial university” became louder (Etzkowitz 2001, 
Slaughter 1993, Askling and Henkel 2000). 

It is remarkable that within a relatively short time span many entrepreneurship chairs have 
been created at German universities. What is the trigger for this rapid institutionalization? In 
recent years, the development of new technologies, business enterprises, and university 
spinoffs received a high priority on the political agenda. Especially against the background of 
the rise of the so-called New Economy in the late 1990s, the German government made 
considerable efforts to stimulate the small business sector. According to Krucken and Meyer 
(2003), university spin-offs are a central topic — a “mega-trend” in Germany — and have been 
massively pushed to the fore by higher education policy makers. This is reflected in the 
increasing number of developmental programs. The German Federal Ministry of Education 
and Research (BMBF) established the program EXIST to promote regional networks, 
consisting of a university or a university of applied science and regional representatives. 
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Further programs include the ERP-Entrepreneurship-Program and FOTOUR, which supports 
and promotes entrepreneurs in technology-oriented fields.^ 

Neo-institutionalists argue that organizations acting in the same field will tend to adapt to 
those organizations which are perceived as more legitimate and more successful. In order to 
examine this proposition, it is necessary to focus the analysis on the diffusion pattern of 
entrepreneurship designation within a single country. The increase in the number of endowed 
positions compiled by Katz (1991a, b, 2003) indicates that most of the top-rated business 
schools in the United States adopted one or more endowed positions in entrepreneurship 
before 1990 (see Appendix A). Universities such as Harvard, Pennsylvania, Cornell, Yale, 
Minnesota, Wisconsin, Virginia, Texas, Carnegie Mellon, Northwestern, and Southern 
California belong to the group of the “early adopters.” 

This adoption pattern differs considerably from Germany’s, in which many of the renowned 
and well established departments of business administration^^ did not yet establish 
entrepreneurship chairs (such as Mannheim^^ Cologne, Frankfurt, Kiel, Bochum, Saarbriicken, 
or Aachen), despite the fact that these universities are usually equipped with greater third- 
party funds and large numbers of faculty. The Stockholm School of Economics, Sweden’s 
oldest and most reputable university for business administration, created a chair only very 
recently, more than a decade after the first chair had been founded at the University of Lund. 
The old research universities Gothenburg and Uppsala did not establish professorships in 
entrepreneurship. 

One reason for the conservative adoption behavior of the reputable business administration 
departments in Germany and Sweden may be attributed to their organizational culture, which 
tends to be rather homogeneous. In contrast to U.S. professional business schools, which are 
usually shaped by an academic as well as an “advice-giving culture” (March and Sutton 1997), 
Swedish and German business schools are less engaged in the “advice-giving” context. In 
Germany and Sweden, executive education and M.B.A. programs, two practically oriented 
contexts, are not as widespread as in the United States. Instead, business schools in Sweden 
and Germany tend to be shaped basically by a single culture, namely an academic culture. 
Strong academic cultures are often resistant to change, because the organizational core values 
are shaped by the norms of the disciplinary peers. Young disciplines such as entrepreneurship 
often lack academic legitimacy, since they frequently lack a common set of problems and 

^ An overview of German support initiatives for entrepreneurs provides http://www.fz-juelich.de/ptjnavigator/ 
startup-foerderung .html#Bundesprogramme . 

Based on the research ranking of the CHE (Centrum Jur Hochschulentwicklung) 2002. 

According to Klandt and Knaup (2002; 52) the University of Mannheim merely offers a few courses and 
cooperation projects in entrepreneurship, but has not yet established a separate chair in entrepreneurship. 
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methodologies (see for example Bygrave/Hofer 1991). Universities with a high academic 
reputation may fear losing academic reputation if they hastily adopt newly emerging 
subdisciplines that lack the theoretical foundation and a satisfactory body of researchers within 
the new field who can be appointed to professorships. In contrast, universities with a lack of 
academic reputation may be more dependent on gaining legitimacy through their formal 
organizational structures. One possible explanation for the fast adoption of entrepreneurship 
professorships is that particularly less visible universities seek to balance the lack of academic 
reputation with a stronger focus on practical relevance, locality, and actuality by adopting 
innovative and/or specialized professorships. 

The diffusion pattern also indicates that business schools observe each other and interact 
with one another on an international level rather than within a particular national setting. 
Appendix A shows that many American universities followed the leading Ivy League and top 
private schools, which implemented entrepreneurship chairs comparatively early. In contrast, 
it seems that neither German nor Swedish universities oriented themselves toward the most 
renowned universities within their particular national setting. A large part of the older and 
reputable departments had not yet adopted entrepreneurship chairs. Instead, the less visible 
early adopters in Sweden and Germany imitate the structures of the internationally recognized 
top-tier universities and Ivy League schools in the United States. This supports the notion that 
the relevant organizational field, at least for the three case countries, goes beyond national 
borders. Moreover, the top-tier business schools seem to be indeed those organizations which 
serve as a role model for many other members of the organizational field of business schools. 
This corresponds to the widespread observation that the American business schools are 
perceived as more successful and thus more legitimate. Kriicken, (2002: 13) argues that 

“Interestingly, nowadays not only politicians refer to the United States when 
talking about the future of the German university system. U.S. universities seem 
to be the standard for many university administrators as well. In particular, 
Stanford University serves as a mythical role model — for very different 
parties’*. 

Although entrepreneurship education has spread widely across higher education institutions, 
the academic discipline has often been criticized for its lack of a coherent body of knowledge 
and methodologies. Despite the fact that many books and journals have been published in 
entrepreneurship, it is not clear yet whether this research area will establish an independent 
discipline with its own intellectual core (Bygrave and Hofer 1991). Considering the wide 
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dissemination of entrepreneurship education at universities, this sharp criticism of 
entrepreneurship as an academic discipline is astonishing. How is it possible that an academic 
subject becomes widely institutionalized without having yet established a common paradigm 
and a shared set of theories and methodologies among researchers? This is the issue the next 
section will explore. 

5.4 The Development of the Field of Entrepreneurship 

Theorists of science have examined the emergence and development of new scientific 
disciplines. However, the development of the field of entrepreneurship depicted in the 
preceding chapter differs considerably from the typical chronology of the establishment of a 
new research field. With his study on the development and institutionalization of molecular 
biology, Mullins (1974) identified four typical phases in the evolution of a new scientific 
subdiscipline (see Box 13). 

Box 13: Creation and Institutionalization of Research Specialities 

In his study on the development of a scientific specialization Mullins (1974) differentiates 4 phases: 

1) Intellectual agreement among several researchers: researchers from different fields take on a new 
perspective on a shared problem. 

2) Emergence of a communication network: the relations among scientists intensify, the number of 
independent scientists decreases. 

3) Scientists become aware of their communication relations: they demarcate their borders, not least by 
designating their specialty, thereby constituting their identity. 

4) Formation of a scientific specialty: institutionalization of regular processes such as recruitment and 
education, journals, and conferences. 

This model has inspired many empirical studies on the emergence and institutionalization of new research 
specialties. It could be shown that the social organization of scientific communities and scientific 

communication structures are remarkable isomorphic. 

Source: Mullins (1974); cited in Weingart (2003) 

Mullins (1974) argues that this institutionalization pattern can be found in diverse disciplines 
(see also Griffith and Mullins 1972). This view is supported by Clark (1974), who investigated 
the emergence of new specialties within the field of sociology. He differentiates very similar 
phases: 1) The emergence of a set of connected ideas — some sort of paradigm; 2) Some 
talented individuals advance these ideas. 3) Institutionalization of the basic structures to 
maintain and evolve the ideas in the particular subfield. As Clark (1974: 105) points out, his 
model can be regarded as ideal prerequisites for the development of a new research specialty.^^ 
Both Mullins’ (1974) and Clark’s (1974) schemes suggest that the motivation for creating a 
new discipline typically arises within the scientific community. A new research specialty more 

This conception is concominant to Kuhn’s idea of paradigm shift, which, however, focuses more on the 
emergence of new academic theories rather than on institutionalization. 
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or less emerges as a “spin-off’ of an older discipline. Surprisingly, in the case of 
entrepreneurship, this process has been turned upside down. The trigger for the establishment 
of entrepreneurship at the universities did not come from the scientific community but from 
external stakeholders. When the entrepreneurship designation started to spread through higher- 
education institutions, a separate scientific discourse, much less a common paradigm on 
entrepreneurship, did not exist.^® Bygrave and Hofer (1991) point out 

“At the start of the 1980s, entrepreneurship was, at best, a potentially promising 
field of scholarly inquiry. However, by the end of that decade, due primarily to 
impressive advances in its body of empirical knowledge, entrepreneurship 
could claim to be a legitimate field of academic inquiry in all respects except 
one: it lacked a substantial theoretical foundation.” 

Despite limited acceptance, the fourth phase of Mullins’ (1974) model of institutionalization 
(the creation of academic chairs and journals, the organization of conferences) was initiated 
comparatively early in the case of entrepreneurship. In the late 1960s and during the 1970s the 
first endowed positions, conferences, and journals were created in the United States. In 1975, 
the American Journal of Small Business was founded, which was renamed Entrepreneurship: 
Theory and Practice after 1988. In 1985, the Journal of Business Venturing began publication. 
Thus, the main institutional infrastructure in the form of university positions, research centers, 
academic conferences, journals, etc. was long established before a common core of research 
problems — a scientific paradigm — was developed. Even today, the discipline strives for 
identity, and past scientific works in the field of entrepreneurship can be better described as an 
amalgam of different research approaches and conceptions. Ironically, it is unclear whether the 
field of entrepreneurship will ever reach the first phase of Mullins’ (1974) model (see Bygrave 
and Hofer 1996, Luck and Bdhmer 1994: 407). 

5.5 Conclusion 

In the preceding section, the establishment of academic chairs in entrepreneurship was 
interpreted as a reaction of the business school to correspond to the upcoming demands for 
practical relevance and entrepreneurial performance. The institutionalization of the field of 
entrepreneurship can be described as a typical development of the phase of stakeholderism. 

Of course, the academic literature has discussed the entrepreneur before. Most noteworthy are the works of 
Schumpeter (1934/1961). However, Schumpeter did not try to develop a management theory of 
entrepreneurship. The entrepreneur was introduced in a broader theory which attempted to explain the 
economic development of society. Moreover, even Schumpeter’s work did not provide any theoretical 
explanations of entrepreneurial activity. It rather treated the entrepreneur as an externalized factor (Nicolai 
2000: 130). 
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Furthermore, it supports Whitley’s (1984) notion that the fragmentation of management 
studies stems from the influence of external audiences. From a historical perspective, the four- 
phase institutionalization process presented by Mullins (1974) is atypical for management 
studies. However, turning the institutionalization process completely upside down seems to be 
a symptom of an extreme form of stakeholderism. Indeed, the institutionalization of a 
scientific discipline without a scientific discourse closely resembles the early years of the 
business school movement, the “building of a roof without a house.” 

The spread of entrepreneurship professorships in the three countries indicates an increasing 
pressure to correspond to the notion of market- and problem-solving orientation. In her study 
of an Ivy-League business school, Zell (2001) found evidence that faculty members reacted 
cynically on the increasing concern for the school’s market orientation and the student-as- 
customer notion. In this respect, it indeed seems to be important to investigate this tension. On 
the basis of neo-institutional theory some organizational strategies have been developed that 
business schools can employ in view of such inconsistencies. These issues will be explored 
empirically in the following sections. 




6 Business Schools in the Context of the National Higher Education 
System 

The business schools examined in this thesis are embedded in their own national higher 
education systems, each pursuing its own purposes and its own national policies of higher 
education. In order to conduct qualitative comparisons between American, German, and 
Swedish business schools, it is necessary to take the context of the particular national 
education system into consideration.^^ Different types of higher-education institutions and 
organizational structures have become institutionalized in each system, heavily influencing 
their mode of change. In the following section, a brief analysis of the three higher-education 
systems will be presented, which serves as a background upon which the empirical study will 
be built. 

6.1 Classification of Institutions of Higher Education 

The selected case countries can be differentiated into three different national systems of higher 
education.™ (1) The higher education system in the United States is characterized by several 
sectors (e.g. research universities, M.A. colleges, B.A. colleges) under private as well as 
public sponsorship; (2) the German system consists of two sectors (universities and 
universities of applied science), mainly under public support; and (3) Sweden is basically 
characterized by a public system with one type of higher education institution: the hogskola. 

United States. In the United States, multiple types of academic institutions under both 
private and public sponsorship coexist. With more than 14 million students in 1995, it is the 
world’s largest system of postsecondary education (Geiger 2002: 20), Public higher-education 
institutions are under the mandate of individual states. Roughly, the various types of American 
higher education institutions can be divided into colleges with 2-year programs (Associate of 
Arts or Sciences degrees), colleges with 4-year programs (Bachelor of Arts or Sciences 
degrees), master’s colleges and universities (Master’s degree), and Doctorate-granting 
universities (Master’s and Ph,D. degrees). The standard horizontal classification of institutions 
of higher education has been developed by the Carnegie Foundation for the Advancement of 
Teaching (Table 11). 



Many elements of these three education systems have been the subject of detailed analyses and comparison by 
many scholars. For detailed comparisons of the American, German, and Swedish education systems see 
particularly Clark (1983, 1987). 

™ This section draws on the work of Clark ( 1 983). 
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Those institutions classified under Research Universities I (RUI) tend to dominate the system 
in a number of ways/‘ They consist of the wealthiest private universities (averaging about 
13,000 students) along with the major state universities (averaging about 30,000 students). 
These institutions acquire roughly 75% of academic research funds, grant most of the Ph.D. 
degrees, and educate the majority of medical doctors and lawyers. The private RUIs typically 
educate as many undergraduate as graduate students, while the larger public RUIs typically 
enroll 1/4 to 1/3 graduate students. The other three types of doctorate-granting universities are 
more heavily oriented toward undergraduate education. They perform the same tasks, but 
usually are not as distinguished as the RUIs. In contrast, the Baccalaureate I Colleges 
concentrate solely on providing undergraduate education, mainly in the liberal arts. The BCIs 
are very selective and charge high tuitions, whereas the BCIIs meet the needs of a more 
localized clientele (Geiger 2002: 22). The Master’s Colleges and Universities typically offer a 
wide range of baccalaureate programs, and they are committed to graduate education through 
the Master’s degree. Finally, the Associate Colleges award Associate’s degree and certificate 
programs but, with few exceptions, award no baccalaureate degrees.^^ 

Table 11: Classification of Institutions of Higher Education in the U.S.A. 



Doctorate Granting (Graduate School; Ph.D. program) 


Institutions 


Enrollment (000) 


Doctorate Granting 

• Research Universities I 


88 


2,030 


• Research Universities II 


37 


641 


• Doctoral Universities I 


51 


658 


• Doctoral Universities II 


60 


651 


Master’s Colleges and Universities (Graduate School) 


529 


3,139 


Baccalaureate Colleges 






• Baccalaureate Colleges I 


166 


268 


• Baccalaureate Colleges II 


471 


784 


Associate of Arts (2-year) Colleges 


1,471 


6,527 



Source: CFAT, Classification of Institutions of Higher Education, Princeton, NJ, 1994 

There are three main sources of funding of American higher education institutions: public 
funding of teaching and research activities (either from the state or the federal government), 
private funding, and funding through student aid. Although federal funding is mainly focused 
on research and development activities, the funding for teaching activities is mainly in the 
hands of individual state authorities. The second source of funding is provided by private 
individuals and organizations, e.g. through revenues from tuition and fees, endowments, and 
contract activities. Usually, private imiversities depend for more than half of their revenues on 
private contributions. The third flow of funds is through student aid programs. These funds 
include scholarships, grants, work-study programs, and loans. The federal government 

This section draws on the work of Geiger (2002). 

See also http://www.camegiefoundation.org/Classification/CIHE2000/defNotes/Defmitions.htm; 2003-11-08 
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provides 75% of these funds, whereas private organizations provide about 20%; states provide 
5% (see Kaiser et al. 2001)7^ 

Germany. In Germany, higher education falls within a number of Lander systems, 
influenced by national government to different extents. The federal character of Germany 
means that the 16 Federal States are also involved in higher education.^"* All universities are 
supervised by the ministry of education and science of the respective state. The federal 
government has the responsibility to undertake planning for a certain homogeneity of the 
system as a whole. At the national level, the single states coordinate their activities through the 
“Permanent Conference of the Ministers of Cultural Affairs”^^ (Standige Konferenz der 
Kultusminister der Lander in der Bundesrepublik). 

Table 12; Classification of Institutions of Higher Education in Germany 



Type of Institution 


Number 


% 


Universities 


99 


71,7% 


Colleges of Theology 


17 




Pedagogical Colleges 


6 




Universities of Applied Sciences 


158 


26,7% 


Universities of Applied Sciences/ 


28 




Administration 






Colleges of Arts 


50 


1,6% 




17 




Total 


359 


100 



Source: Onestini (2002: 31), Statistisches Bundesamt, http://www.destatis.de/jahrbuch/, 2003-11-07 

In 2002/2003, 359 institutions of higher education are located throughout Germany.^^ The 
higher-education sector can be subdivided into university and university-status institutions, 
such as the technical universities, universities of applied sciences (the Fachhochschulen), and 
the colleges of art, music, and film (see Table 12).^^ The universities of the applied sciences 



Around 20% of all students receive a grant and 20% receive a scholarship. 26% of the students have a loan, 
whereas 5% get a work study compensation. Students may receive funds from more than one type of student 
aid. For a detailed overview of the funding mechanisms in the United States see Kaiser et al. (2001). 

Basically, the single states are responsible for the day-to-day running and the politics governing universities 
and higher education. The Federation has the authority to define general principles for the organization of the 
higher education system determined in the basic university act {Hochschulrahmengesetz; HRG). The HRG 
stipulates the principles governing admission to universities, academic research, the recruitment of faculty, as 
well as the organization and administration of higher education. Based on this agreement the 16 federal states 
pass their own laws on higher education, in which further details are regulated. 

This conference has the task of coordinating the structures, facilities, and patterns of certification of 
universities and of deciding important policy questions in the field. It is supported by a number of advisory 
groups, such as the German Rector’s Conference and the Science Council and different experts. The Science 
Council, for instance, sets goals regarding the overall capacity of higher education, its distribution throughout 
the regions and the development of certain fields of study. These recommendations are taken up by the 
governments of the states. For a more detailed discussion see Kehm and Teichler (1992). 

See http://www.destatis.de^asis/d^iwiku/ hochtabl.htm; 2003-1 1-07. 

The universities of applied sciences, the so-called Fachhochschulen, offer only a limited spectrum of subjects; 
usually they concentrate on fields such as engineering, management, social work, and public administration 
while universities cover all areas of scientific education and research. Studies at universities of applied 
sciences are more practically oriented and shorter than studies at universities. 
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have no explicit research task, and only universities have the right to award doctoral degrees. 
Admission to the Fachhochschulen requires 1 year less secondary education than admission to 
the universities; students at the Fachhochschulen often completed a vocational training course 
before entering the school. The number of private higher-education institutions is relatively 
small. Although the importance of private universities is growing, they educate only a small 
percentage of German students (according to Teichler (2002: 24), about 2% of the German 
student body); also with regard to research, private universities are of comparatively little 
importance (Wissenschaftsrat 2002: 34). 

The federal states provide the greatest portion of university support, including faculty 
salaries, similar to the pattern found in the state universities of the United States. At the same 
time, the national government provides additional financial support. Thus, both state and 
national government participate in capital grants, funding the construction of buildings and 
teaching and research equipment. However, despite the enormous growth in student 
enrollment, public expenditure (in real prices) hardly increased (Kaiser et al. 2001) (see Table 
13). Institutions and staff positions barely increased over the last 30 years (except for the 
integration into the system of a number of institutions of higher education of the former GDR 
in the early 1990s), although student number have risen considerably since the 1970s (Enders 
2001: 5). The number of students increased to 1,809,797 in 1995 from 1,438,524 in 1990 and 
from 781,107 in 1975 (Enders 2001: 5). In contrast, the number of positions for academic staff 
in German higher education increased to 82,519 in 1995 from 63,368 in 1990 and from 63,248 
in 1975 (Wissenschaftsrat 1995, cited in Enders 2001). 

Table 13: Sources of Income of German Higher Education Institutions (In Million DM) 



Year 


1993 


1994 


1995 


1996 


1997 


1998 


Basic Subsidies 


17283 


17751 


18684 


18844 


18589 


18865 


Third-Party Funds 


2817 


2977 


2979 


3306 


3440 


3520 


Administrative Revenues 


451 


505 


501 


498 


535 


569 


Total 


20551 


21233 


22164 


22648 


22564 


22954 



Source: CHEFS (2000) 

Sweden. In the Swedish higher-education system, one level of the government dominates 
higher education, and practically all postsecondary education has been incorporated into a 
single system, the hogskola. Higher education in Sweden is conducted either within 
universities or in university colleges. In 2003, business education was provided by 25 
universities and university colleges (Ekelund 2003: 22). These two types of institutions have 
basically the same rights with funds for teaching and research allocated by the state, but the 
university colleges are restricted to specializing in only one research area (National Agency 
for Higher Education, 2001: 9). In 1996, there were 13 universities in Sweden and 21 
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university colleges. In addition, higher education in Sweden is offered in specialized colleges, 
e.g. in colleges of art or colleges for health sciences (see Table 14). All universities, but only 3 
of the 21 university colleges have the right to grant doctoral degrees. 

As in Germany, most institutions are governmental and fall under the jurisdiction of the 
Ministry of Education and Science. Besides these public higher education institutions, there 
are a few private universities, such as the Stockholm School of Economics, Chalmers 
University of Technology, or the University College of Jonkdping. Although private, they are 
still under the Jurisdiction of the Ministry of Education and Science (Zanotti and Dickey 
1995). 

Table 14: Classification of Institutions of Higher Education in Sweden 



Type of Institution 


Number of Full-Time 
Students 


Public Universities 


130,458 


Private Universities 


11,173 


Public University Colleges 


50,996 


Private University Colleges 


355 


Public Colleges of Art 


1,722 


Regional Authority 


144 


Private Colleges of Art 


104 


Colleges for Health Sciences 


17,651 


Other Institutions (Gotland) 


468 


Total 


213,071 



Source: Based on Hogskolverket (1996a, 19966) 

In the late 1990s, only about 5% of students were enrolled in private institutions (Askling 
1999: 195). There is a broad consensus in Sweden that students should not pay for their 
education, and thus students enrolled at private institutions in Sweden do not have to pay 
tuition. According to a 1996 report of the OECD, the Swedish government seems to be 
prepared to raise government funding in order to further develop participation in higher 
education. The same report also stated that there seems to be little pressure on institutions of 
higher education to raise money for themselves (OECD 1996). Askling (1999: 197) argues 
that, in contrast to the 1960s and 1970s, there was no increase in real funding for higher 
education during the 1990s. In 1995, the government reduced funds in higher education. In the 
late 1990s, state funding was estimated to have declined 15-20% (Kim 1999, Westling et al. 
1999, cited in Askling 2001: 163). As a consequence, the Swedish higher-education system 
has to use its resources more efficiently and make difficult decisions on internal priorities and 
utilization of resources. 
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6.2 Status Hierarchies among Institutions of Higher Education 

National systems of higher education vary extensively in the extent of status hierarchy, from 
relatively flat structures to sharply peaked. Compared to Germany and Sweden, the social 
standing of American universities differs considerably (e.g. Clark 1983). 

United States. Ratings of higher-education institutions have a long tradition in the United 
States. The first peer rating of faculty was published in 1906 (Geiger 2002: 25). Elite 
institutions are highly selective, basing their selection on a set of strongly held norms, which 
are more or less identical across elite institutions (Geiger 2002: 28).^^ Over recent years, 
admission to Ivy League schools in the U.S. has become more competitive than ever. Top 
universities reject 80-90% of all applicants, including many with perfect grade point averages 
and test scores.^^ Highly selective institutions usually offer admission on a “need-blind” basis, 
i.e. admission is based solely on the attributes and abilities of the applicant. Student aid and 
loans from government ensure that needy students receive adequate financial support. 

Other American higher-education institutions are characterized by “open” entrance 
requirements, which admit persons who have satisfied secondary-school graduation 
requirements. They include most public 2-year colleges, many state universities, and some 
private institutions. Highly selective institutions, however, charge the highest tuitions, thereby 
further limiting access to only a small percentage of students. 

Germany. Compared to the United States, there are few status differences among German 
universities. Admission to German universities depends on the numerus clausus as well as the 
number of waiting semesters. With the exception of the few private universities in Germany 
whose admission procedures are more selective, the hierarchical tendency among institutions 
can basically be described as relatively constrained, at least officially.*® Nevertheless, in 
contrast to the selective American institutions, German universities have little control over 
their total size or the size and balance over their departments. With reference to a study of the 
German system, Clark (1983: 65) writes: 

“In general, universities are considered to be of equal standing. There are no 
major differences in status among the universities of the federal Republic as 
there are in Anglo-Saxon countries... This is the reason why there is no 

Geiger (2002: 28) found that besides the “highly able” applicants, elite institutions admit an adequate 
proportion of minority students, if possible they accept children from donors and alumni as well as young 
talents for their athletic teams. 
http://www.ivyleagueadmission.com/, 2003-1 1-30 

However, German higher education institutions are in fact less homogeneous than it is often communicated. 
For example, the older imiversity institutions who can often look back on a number of well known researchers 
tend to be more renowned than, for example, the Fachhochschulen that lack the research function. 
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competition among the universities to get the best students by way of entrance 
examinations, a fact, that often amazes foreign observers.”^^ 

According to Teichler (2002: 23), the low status differences were viewed as beneficial in 
motivating mobility of academics and students across universities as well as providing all 
regions in Germany similar services through the higher education system. However, in recent 
years the call for vertical (status and quality differences) as well as horizontal (profiles of 
individual universities) diversification became louder. It is argued that the quality of teaching 
and research would improve if some institutions clearly excelled over others in academic 
reputation and resources. Correspondingly, there are currently some changes underway in the 
allocation of resources of public universities in Germany. Although these changes vary in the 
individual Lander, Teichler (2002: 24) has identified some major directions: (1) a move away 
from annual budgets toward pluri-annual funding guarantees; (2) a substitution of item-line 
budgeting by “global budgets”; (3) a diversification of funding between the individual 
universities partly based on performance-related measures (e.g. number of students and 
graduates in various fields of study, amount of contract research) and partly based on specific 
aims and needs as agreed upon between the universities and their respective state government. 

Sweden. As in Germany, the overall higher-education system in Sweden is characterized by 
low status hierarchies among institutions. State universities do not compete directly for the 
status advantages of attracting the best students. Admission to most Swedish universities is 
centrally organized by the National Admissions Office to Higher Education. Since admission 
to all fields of study depends upon the numerus clausus, the selection of students is based on 
the results in secondary school (Swedish gymnasium). Some faculties also require entrance 
tests, e.g. a special higher-education aptitude test (hogskoleprov) (National Agency for Higher 
Education, 2001: 25). The low status hierarchies also reflect Sweden’s strong attachment to an 
egalitarian vision. The Stockholm School of Economics, however, constitutes a special case. 
This school is highly selective and does not admit more than 300 students per year, a number 
that has remained constant since the 1950. 

6.3 One-Tier vs. Two-Tier Systems 

Most countries have only a single tier, in which the university is entered directly after 
completion of secondary education. This system leads to the Master’s or an equivalent degree 

Another example illustrating the low status hierarchies among German higher education institutions can be 
found on a web page of the DAAD (German Academic Exchange Service): Universities are in principle 
considered as being of equal rank. Significant status differences as is the case in Anglo-Saxon countries do 
not exist. See www.daad.de/deutschland.de/2. 1 .4.html : 2002-02-25 
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as the basic degree. In contrast, two-tier systems are structured into an undergraduate level, 
leading to the Bachelor’s degree, and the graduate level, usually leading to an advanced 
degree, such as the Master’s degree (Clark 1983), 

United States. In the United States, two distinct tiers predominate the mode of university 
education. The first tier is often referred to as the undergraduate level, which is devoted 
primarily to general education in the first 2 years and a concentration on a major subject in the 
last 2 years. The undergraduate level is completed with the Bachelor’s degree. The second 
major tier, the graduate level, can be entered only after completion of the Bachelor’s degree.®^ 
Many leading American business schools, such as Stanford, Harvard, or Chicago focus solely 
on graduate business education (in order to be admitted, students must possess a Bachelor’s 
degree). To be considered for admission to a Ph.D. program, applicants must usually hold a 4- 
year Bachelor’s degree or an equivalent degree (e.g. a Master’s degree or a diploma). 
Generally, it takes 4-5 years to complete a Ph.D. program at a renowned university. 

Germany. German higher-education institutions have traditionally offered an integrated 
“long” one-tier program leading to the Staatsexamen, Diplom, or Magister Artium degrees, 
which certified professional or disciplinary competence usually after having taken 3-6 years of 
coursework. Since a recent change in August 1998 of the federal law on higher education 
(HRG), German universities have started to introduce Bachelor and Master programs 
according to the Anglo-American model (see Article 19, HRG). The two-tier system is 
intended to replace the German one-tier organization by 2010. This is the outcome of the 
Bologna Declaration fi-om 1999 that aims at developing a common European system of easily 
readable and comparable degrees, based on undergraduate and postgraduate studies. At the 
same time, more flexibility should be ensured by a course credit system providing for both 
transferability and accumulation (Krucken 2003). This experimental phase has led to 
discussions about whether the Bachelor’s and Master’s degrees should exist in addition to the 
old structure or whether they should replace the old degrees. At the moment, the new degrees 
exist in addition to the old degrees. In the summer term 2003, German universities and 
universities of applied science offered 749 Bachelor’s and 803 Master’s programs in addition 



The vertical differentiation of the U.S. American system was created in the 19* century, when the 
“university” was added to the higher education system that previously had solely consisted of “colleges”. The 
university model was inspired by the German research universities with their research mission. However, the 
colleges were deeply institutionalized in American society at that time and hence, they could not easily be 
replaced by the new universities. As a consequence, most colleges existing at that time remained pure 
colleges (e.g. Oberlin and Amherst), a first-tier devoted to general education. Others became both college and 
university (e.g. Harvard and Yale), and others became research universities, primarily committed to graduate 
education (e.g. Chicago and Stanford); see Clark (1983: 51). 
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to their traditional degree programs/^ Students who wish to pursue a doctoral degree do not 
enroll in a department to take advanced courses. It is more or less a matter of the relationship 
between the doctoral student and his advisor whether he gets training and advice in its work 
and how much. 



Table 15: Overview of University Degrees in Selected Case Countries 



United States 


Germany 


Sweden 


Associate Degree 


No equivalent 


Hdgskolexamen (diploma) after two 
years of study (80 points) 


Bachelor of Arts (Science) in 
Business Adm. BA 


New Bachelor Degrees in a variety 
of sub fields in business 
administration and economics 


(Ekonomie) Kandidatexamen 
(equivalent to Bachelor of Business 
Administration and Economics) 
after 3 years of study 


Master of Arts (Science) in 
Business Administration 
M.B.A. 


Diplom-Kaufmann 
Diplom-Okonom 
Diplom-Handelslehrer 
Master of Arts in Business 
Administration 


(Ekonomie) Magisterexamen or 
Civilekonomexamen (equivalent to 
Master of Science in Business 
Administration) after 4 years of full 
time study (40 points) 


No Equivalent 


No equivalent 


Ekonomie Licentiatexamen 
(Licentiate in Business 
Administration and Economics), 80 
points 


Doctor of Philosophy in Business 
Adm. D.B.A., Ph.D. 


Dr. oec., Dr. rer. pol. 
Dr. habil. 


Ekonomie Doktorexamen (Doctor of 
Philosophy) 160 points 



Source: Own 



Sweden. Since the reform of 1993 however, Swedish higher-education institutions offer three 
kinds of general degrees. In some programs within business administration and other social 
sciences it is possible to receive a university diploma (“hogskoleexamen”) after a minimum of 
2 years of study.®" After 3 years of study, universities and university colleges award the 
“kandidatexamen,” which is equivalent to the Bachelor’s degree. After a minimum of 4 years 
of study, students can obtain a Master’s degree, in Swedish the so-called "‘magisterexamen.” 
Besides the general degrees, Swedish higher education offers professional degrees in fields 
such as engineering, medicine, dentistry, teacher training, fine arts, etc. with study length 
varying from 1 to 6 years. The doctoral degree is awarded usually after 4 years of full-time 
study, but the average length of study is around 6 years (National Agency for Higher 
Education 2001: 18). Besides the doctoral degree ('‘doktorexamen”), Swedish universities and 
university colleges award the licentiate degree (“licentiatexamen”), a research degree which 
can be obtained after 2 years of doctoral studies. Because of the demand from industry, this 
degree is often awarded by collegiate technical schools. 



See http://www.hrk.de/161.htm; 2003-10-03. 

The Swedish system of higher education is based on credit points. Each academic year consists of 40 weeks. 
Thus, successful studies lead to 40 points per year. 
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6.4 Governance, Decision Making, and Evaluation 

Universities in Europe and the United States are organized very differently in terms of 
governance and decision-making structures (Spom 1999: 31). 

United States. In the United States, there is no central authority coordinating and monitoring 
the higher education system. Universities are largely based upon self-administration. Private 
colleges and universities are independent of government control, although their programs and 
facilities may be taken into consideration by state education planners (Spom 1999). State 
universities, too, are relatively independent from the government. Although they are primarily 
financed by the state government, they operate under the authority of governing boards, which 
are most frequently called Boards of Trustees or Boards of Regents. This is the highest 
authority for American private and public higher education institutions. The board of trustees 
is composed of external members, such as representatives from private corporations, the local 
authority, the federal state, or prominent figures. Usually, potential financial sponsors are 
involved in the board of tmstees. This is also the case for the university board, which usually 
adopts an advising function. The board of trustees has authority to name the president and 
other key administrators. Furthermore, they approve annual budgets and secure funding for 
institutional development. The president is responsible for the different administrative units, 
which in turn have their own deans (e.g. the Dean of Students, Dean of Housing, etc.), other 
academic units (e.g. libraries, sports complexes, placement service, etc.), the college, which 
itself is subdivided into departments, and professional schools, with the latter usually being 
independent from the rest of the university. 

Compared to German and Swedish universities, the president in the typical American 
university is appointed without a specific term of office as a full-time executive, with a 
relatively large staff. As Kerr (1995) notes, “He [the president] has considerably more 
authority and opportunity for initiatives... than his counterpart rector.” The dean at U.S. 
universities is also in a comparatively strong position: he is responsible for the coordination of 
study programs and the teaching content of individual lectures. Self-administration of higher 
education also implies that the academic institution itself raises substantial amounts of money 
for its operations. While state universities and colleges are financed by the particular federal, 
state, or local authority, private institutions merely receive subsidies and tax relief that vary 
from state to state (Pieper 1989: 15-17).^^ 

The federal government in Washington is involved in financing the building of higher education institutions 
and thus, has a marginal influence on higher education policy, when the guidelines are defined under which 
conditions financial support is guaranteed (Pieper 1989: 17). Before a university can open its teaching and 
certification activities, it needs to gain recognition from the particular state. This recognition by the state 
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Based on the notion of self-administration, quality standards are defined and obeyed by 
private associations and umbrella organizations. In the case of business schools, the influential 
American Association of Collegiate School of Business is responsible for its accreditation.®^ 
Specialized agencies award accreditation for professional programs and academic units in 
particular fields of study. As a specialized agency in the field of business schools, the AACSB 
International grants accreditation for undergraduate and graduate business administration and 
accounting programs.®^ In 2003, the AACSB counts 927 members, which consist of 
educational institutions from the United States (70%) and foreign universities (25%),®® as well 
as firms and private and public organizations (5%).®^ 

Germany. The typical German university, as a corporation of public law with a corporate 
self-administration, is a public institution under the jurisdiction of the minister of the 
respective Lander government, which is in turn responsible to the parliament. Similar to many 
other countries, the reforms currently underway in German higher education vis a vis 
governance and decision making are clearly influenced by an increasing popularity of 
managerial power and market-oriented steering devices (e.g. Teichler 2002). Many Lander 
governments strengthen the role of the university leaders, the presidents (in some Lander), and 
rectors (in others). In addition, the deans now more frequently have 3 -year terms instead of a 
single year as in the past, and they are also in charge of financial matters as well as the daily 
affairs of personnel issues (Teichler 2002: 25). The rectors or presidents are elected by bodies 
composed of representatives of professors and other members of the university. The dean, too, 
is elected by bodies of professors and other members of the department. Deans remain 
involved in teaching and receive only a marginal supplement to their regular professorial 



however does neither say anything about the quality of the individual programs offered at the institution, nor 
does it establish concrete requirements with regard to content. 

Accreditation is a process of voluntary, non-governmental review of educational institutions and programs. 
The AACSB International accreditation process focuses on the quality of educational activities through self- 
evaluation and peer review. In the self-evaluation process, a school assesses its accomplishments in relation to 
its mission and objectives, as well as on the criteria in the accreditation standards. The peer review is an 
external analysis of a school’s processes for achieving its mission, assessing educational outcomes and 
planning for continuous improvement. For a detailed description of the accreditation process see 
http://www.aacsb.edu/accreditation/; 2003-06-02 

This is important also for students changing their university place; the recognition of courses is easier when 
the institution has been accredited (see Pieper 1989: 19) 

®® Less than 2% of the accredited institutions are European. See http://www.aacsb.edu/members/aacsb.asp; 
2003-06-03 

®^ AACSB International is open to educational institutions, business organizations, foundations, professional 
associations, and non-profit organizations with interests in shaping management education. It is possible to be 
a member of the AACSB without necessarily being accredited. Indeed, it is remarkable that only a minority of 
the member universities has been accredited by the AACSB. The accredited institutions however altogether 
award more than 50% of the degrees in business administration. See 
http://www.aacsb.edu/members/aacsb.asp; 2003-06-02 
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salary. University presidents are usually better paid than professors, but are not as privileged 
financially as their counterparts in the United States. 

Unlike the United States, which established regular evaluation and accreditation procedures 
for both teaching and research, in Germany it was generally assumed that such measures were 
not necessary because the peer-review system ensured the proper allocation of financial 
resources (Enders et al. 2002: 100). Since the 1990s, this attitude has changed; the evaluation 
of higher education is now on the agenda of various public and policy bodies (e.g. 
Wissenschaftsrat 1996). Evaluation activities are currently going on in nearly all academic 
institutions (Kieser 1998, HRK 2001, 2002), However, due to the federalist structure, 
evaluation procedures and methods differ considerably. Furthermore, it is not yet resolved 
whether and how these evaluations should be combined with recruiting decisions and faculty 
pay. 

Sweden. Since the reform of 1993, the position of academic staff within Swedish 
universities has been strengthened. In departmental boards as well as on faculty boards, 
faculty members make up a majority. However, as higher-education institutions have become 
legally independent, the formal power of the university board has increased and external 
members, which are now in the majority, exert substantial influence on internal decision- 
making (Askling 1999: 204). The 1993 reform of Swedish higher management education led 
to the creation of a Council of Directors in every Swedish university. The government 
appoints the majority of its members of the Council, which is chaired by the rector. The rector 
is appointed by a board comprising representatives of academic staff, administrative staff, and 
students. Also, trade unions have a right to participate in the Council’s meetings and may 
voice their opinion (Amaral and Magalhaes 2002: 14). Since 1993, deans are appointed by 
rectors, after an election among members of faculty. Also the heads of departments are 
appointed by rectors, after less formalized elections. 

The resource allocation for Swedish higher education was based for a long time entirely on 
student numbers. However, the reforms of the 1990s signaled new directions in Swedish 
higher education policies. Higher education institutions were given more autonomy in use of 
resources, admission of students and the general organization of studies. At the same time, 
programs for improving quality development and assessment were introduced with 
responsibility assigned to the National Agency for Higher Education (Hogskoleverket). The 
National Agency for Higher Education is a central agency established in 1995, whose 
responsibilities cover the state universities and university colleges as well as the private 
institutions. This agency has been assigned important functions, e.g. it has the task to decide 
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about accreditation of academic degrees at the state institutions and assesses an institution’s 
right to establish so-called research areas and the right to university status (National Agency 
for Higher Education, 2001: 8-9). 

6.5 Chair vs. Department Organization 

One of the most important differences between countries exists in the organization of the 
lowest operating units of the university: department organization versus chairs (Clark 1983: 
46, Parsons and Platt 1973). Usually, the department encompasses an entire basic discipline 
(e.g. biology, history) or a specialty within a profession (internal medicine, accounting). In a 
chair system, the different types of chairs are at least as numerous as the subfields within 
disciplines covered. The chair system is the traditional form in many European and Latin 
American universities. Authority and responsibilities are usually concentrated in one person, 
the academic chair holder. 

United States. The predominant form of organization in American universities is the 
department organization.^ Compared to chair system, the personal dominance of a single chair 
holder is much less. The power of the single professor is replaced with the collegial control of 
the disciplinary group. Power and responsibilities are distributed among a number of 
professors of similar rank, but also associate and assistant professors are allowed to participate 
in decision making. When faculty members are reviewed for promotion, their departments are 
usually their sponsors and provide collectively the evaluation concerning candidates’ abilities 
and achievements (Geiger 2002). 

Germany. In Germany, the chair form played a dominant role in the research universities. 
Chair holders are the dominant decision makers with German universities, and other 
professors and academic staff, non-academic employees, or students are in a subordinate 
position (Enders et al. 2002: 109). They are in full charge of all academic work activities in 
the field of study including staffing and budget. The German professor is subject only to the 
authority of the ministry of education. When major administrative reforms came to the 
German system in the 1970s, departments (Fachbereiche) as a substructure were created in 
order to replace the large and inert older faculties. Even though the departments had been 
introduced to better control the institutes, the institutes still remained intact. As Clark (1983: 
140) notes, the overall structure of the German university system looks like “small monopolies 



The German institute and the American department have sometimes been viewed as functionally equivalent. 
According to Clark (1995: 39) however, the institute is smaller in scope, usually covering what is known as 
subfields American universities. The institute also is more self-contained, possessing and controlling its own 
space. 
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in thousands of parts.” As civil servants, German professors also enjoy special privileges, 
particularly as they are appointed for life. The strong power of academic chair holders restricts 
the room for maneuver of university leadership, e.g. of deans or rectors.^^ 

Sweden. Chair organization has also had some influence in Sweden, where it has been 
blended with department organization. Formally, Sweden has replaced the chair system by 
departments with many professors, but in practice the chair system has proved most tenacious 
(Bennich-BJorkman 1997: 16). Until the 1960s, Swedish university structures were to a high 
degree influenced primarily by the practice in German universities. The chair system 
dominated, particularly in the social sciences and humanities. From the 1960s, Sweden 
decided to overhaul the doctoral education and adopted the “graduate school” system. Instead 
of following the prevailing German or European model, in which doctoral students work 
largely on a highly individual basis, Sweden oriented itself toward the American Ph.D. model. 
Today, the typical Swedish university can be best described as a hybrid form, because it is on 
the one hand based on the German institute or chair model and on the other hand on the 
American “graduate department” university with a structure of advanced education (Bennich- 
BJorkman 1997) 

6.6 Faculty 

United States. Basically, there are three academic ranks on the “tenure track” of academic 
employment in the U.S. university: assistant professor, associate professor and full professor. 
All three tenure track positions require an earned doctoral or an equivalent degree. To be 
appointed to full professor, the candidate usually needs to demonstrate widely recognized 
scholarly activities and teaching abilities. The associate professor needs to possess teaching 
experience and recognition for his academic work, while the assistant professor is required to 
demonstrate that he or she has the potential for excellence in teaching and research. Similar to 
the status of civil-servant in Germany, tenure provides a large measure of job security to U.S. 
scientists. Sometimes, faculty members may serve as many as eight years in one rank before 
they are promoted. In contrast, researchers and teachers in non-tenure-track positions are hired 
on a contract basis. According to the American Association of University Professors (AAUP), 



Clark (1983: 48) argues that chair organization becomes increasingly inappropriate when academic 
institutions grow and disciplines become more specialized. Universities with chair organizations tend to 
exhibit overload and extreme fragmentation, since new chairs and institutes are likely to be created, dividing 
the faculty further and creating additional local monopolies. Furthermore, the separate chairs have a weak 
capacity to sense and correct problems, for example, in such areas as faculty appointment. When a mistake is 
made in recruiting a poor person to fill a chair, the effect is generally long-lasting (Clark, 1983: 48). 
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non-tenure-track faculty account for more than half of all faculty appointments in American 
higher education, and the share is constantly increasing.^^ 

Germany. Staffing in German higher education can be divided into three main categories: 
the professorate at top level (Oberbau), those in the middle or intermediate level (Mittelbau), 
who are comparable to lecturers, associate and assistant professors, and non-academic support 
staff in the lower level (Unterbau). The highest professorial rank in Germany, the C4 
professorship’^ can only be found at the universities. These professors usually hold a chair and 
are tenured life-time civil servants. Moreover, they are supported by junior academic staff as 
well as administrative personnel. The two other professorial ranks, C3 and C2, are usually 
tenured as well and can also be found at the Fachhochschulen. Since 2001, a new position has 
been created, the so-called Junior-professorship, which is designed to replace the habilitation 
in the medium-term. Professors teach, research, and have various managerial duties. The 
Mittelbau consists of lecturers, assistants to professors and academic employees as well as 
teachers for special assignments contracted into higher education (e.g. judges, civil servants). 
In additions, the so-called Honorarprofessoren supplement the teaching activities at German 
universities. They are usually hired on fixed-term contracts and provide special teaching 
and/or research (Herrschel 1999: 103). 

Sweden. In Sweden, there have been four types of academic position, namely associate 
professor and full professor, which are tenured positions, and lecturer and assistant professor, 
which are not. Whereas the full professor as well as the associate professor focus on research, 
the lecturer and the assistant professor concentrate on teaching. According to Askling (1999: 
200), Sweden’s academic profession today is characterized by the separation of teaching and 
research, as established during the 1960s and 1970s. The bulk of basic courses is taught by 
lecturers, while professors concentrate on research, even though the Humboldt ideal lives on 
in the official communication of politicians and higher education representatives. 

For a post as lecturer, no Ph.D. is required. As in Germany, Swedish professors are regarded 
as state employees. To become a professor in the Swedish university system the candidate has 
to earn a Ph.D. degree and produce additional scientific work in the form of published articles 
to establish professorial competence (professorskompetens). Unlike the American and the 
German system, the doctor does not as a rule leave the department where she obtained her 
doctorate (Jonung and Gunnarsson 1991: 10-11). In fact, it is very seldom that Swedish 
academics apply for positions outside the academic institution at which they received their 



See AAUP; http://www.aaup.org/Issues/part-time/Ptguide.htm, 2003-10-03. 
C4, C3, or C2 professorships refer to the level of pay. 
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Ph.D. (Askling 2001: 165). Professorial candidates at Swedish universities or university 
colleges can either be promoted to professor if they fulfill the required criteria or they apply 
for a vacant position, as is the case in Germany. The main differences between the three higher 
education system are depicted in Table 16. 



Table 16: Overview of Selected Higher Education Systems 





American Higher 
Education System 


German Higher Education 
System 


Swedish Higher Education 
System 


Types of higher 

education 

institutions 


Research Universities 
Doctoral Universities 
Master’s Colleges and 
Universities 
Baccalaureate Colleges 
Associate of Arts (2-year) 
Colleges 


Universities 
Technical Universities 
Fachhochschule 
Colleges of Art and Music 
Theological Colleges 


Hdgskola: Universities and 
university colleges 
Colleges of Art 
Colleges for Health Sciences 


Hierarchies 


Rather steep 


Rather flat 


Rather Flat 


Sections 


Department Organization 


Institute Organization 


Department Organization 


Tiers 


Two-Tier 


One-Tier & recently also 
Two-Tier 


Predominately Two Tier 


Centralized Control 
by the Government 


No 


Yes 


Yes 


Portion of private 
institutions 


Substantial 


Small 


Small 


Institutional 

Administration 


Board of Trustees 


Ministry of Education 


Ministry of Education 


Presidential 

Authority 


Substantial 


Rather Weak 


Rather Weak 


Key Unit of 

academic 

organization 


Department 


Institute/Chair 


Department 


Faculty 


Full Professor 
Associate Professor 
Assistant Professor 
Adjunct (Non-Tenure) 


C4, C3, C2 Professors 
Junior Professors 
Research Assistants 


Full Professor 
Associate Professor 
Assistant Professor 
Lecturer 



Source: Own 



Although the universities of all three countries have basically the same functions, namely 
teaching, research, and public service, the comparison presented here reveals that each country 
has evolved its own action patterns that find expression also in the organizational structures. It 
became clear that every single academic system allows a certain spectrum of educational 
organizations to coexist. This has of course consequences for the research questions of this 
study. It can be expected that due to the differences in the national higher-education systems, 
changes in the environment of universities are translated differently into the internal 
organization. The preceding analysis has concentrated on the typical structures of each single 
national system that do not necessarily need to be identical with the features of those 
institutions perceived as the leading organizations in the particular country, which are, for the 
reasons explained in Chapter 7.4, the object of the subsequent case analyses. The presented 
background of the national higher-education systems is nevertheless a valuable comparative 
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rule. It is now easier to understand which organizational changes are a result of the features of 
the particular higher education system and which can be ascribed to the special position of the 
high-prestige institution. 




Part III: 

The Empirical Study 



1 Methodology and Research Design 

In this section, three in-depth exploratory case studies of business schools in the United States, 
Germany, and Sweden will be presented. The purpose of the case studies is twofold. One 
objective is to highlight how the selected business schools deal with pressures from their 
institutional environments. In particular, the empirical study aims at examining how the stories 
about the development of business schools in their institutional context relate to the theoretical 
propositions of the neo-institutional framework developed in the previous chapters. As 
Eisenhardt (1989) noted, case studies can benefit from the use of certain a priori constructs 
orienting the development of the cases in order to increase the probability of constructing 
“rich” theoretical propositions. A second purpose of the exploratory case study is to increase 
understanding of how the theoretical concepts of neo-institutional theory need to be adapted to 
capture the distinctiveness of higher management education institutions. Several 
organizational characteristics are unique to business schools, and it is difficult to find an 
equivalent in other types of organizations. Considering the central importance of the social 
system of science for the development of business schools, this also concerns the integration 
of ideas from the sociology of science with the neo-institutional approach. In this respect, the 
case studies also have theory-building character (see Glaser and Strauss 1967, Locke 2001). 

7.1 Research Philosophy: Interpretative Approach 

Consistent with the neo-institutional theory tradition, this study approaches reality as socially 
constructed and given meaning by people. In contrast to the positivistic or social fact 
approach, which assumes that the social world exists externally and can be measured through 
objective methods, the interpretative paradigm focuses on understanding the different 
constructions and meanings that people use in their everyday lives and that directs their 
behavior (Easterby-Smith et al. 2002: 30). From an interpretative worldview, separate 
objective environments simply do not exist (Burrel and Morgan, 1979). Organization members 
actively form (enact) their environments through their social interaction (e.g. Weick 1979, 
Smircich and Stubbart 1985: 724). For interpretivism, the social world is the world interpreted 
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and experienced by its members, from the “inside” (Blaikie 2000: 115). The task for 
interpretative social scientists is therefore to discover and describe this “insider” view, not to 
impose an “outsider” view on it. Although the distinction between paradigms may be very 
clear at the philosophical level, as Burrel and Morgan (1979) argue, when one considers the 
choice of specific methods and research designs, the distinction breaks down (Bulmer 1988). 
When one looks at the practice of research, researchers seldom hold consistently to one 
position or the other. Especially in the field of management studies, many researchers adopt a 
pragmatic view by deliberately combining methods drawn from both traditions (Easterby- 
Smith et al. 2002: 28). This work tends towards an interpretative approach, for four reasons. 

(1) The basic theoretical framework underlying this work is neo-institutionalism that relies 
fundamentally on the social constructionist view first embraced by Berger and Luckmann 
(1967). Berger and Luckmann (1967) point out that people make sense of the world especially 
through sharing their experiences with others via the medium of language, Pursuing an 
epistemological approach that is different from the constructionist view might lead to 
contradictions and confusion. 

(2) Adopting an interpretative view seems appropriate, as organizational change cannot 
simply be understood as an adaptation process towards a pre-given “objective reality.” This is 
particularly evident for the analysis of higher education institutions. There is widespread 
agreement in the literature that it is quite complicated to define “objective efficiency criteria” 
for educational institutions. Instead, the non-technical, socially constructed elements of 
educational institutions are quite obvious, which supports the choice of a rather subjective 
paradigm. Furthermore, the strengths of the social contructionist paradigm lies in its ability to 
look at how organizations and processes change over time (Easterby-Smith et al., 2002: 42). 
History matters, in particular for business schools. Given the deep-seated path dependencies 
underlying the institutional and organizational development of business schools, the 
interpretative approach is therefore particularly fruitful for the purpose of this study. 

(3) A central issue in this study is the analysis of the effect of external change on the 
organizational development of business schools. The qualitative approach to gathering data 
enables the researcher to gather rich accounts of participant’s interpretation of their 
environment. The experiences and narratives of academics who will be interviewed help to 
highlight recurring images and scripts used by organizational members to describe themselves 
and their role in the changing business school. 

(4) It has to be kept in mind that this study itself is embedded in an institutional context, 
namely at a department of business administration at a German university. Thus, the context 
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itself must be taken into account, when interpreting the research results. In other words, 
special attention needs to be turned to the point of view from which the object of inquiry, the 
business school, is observed. This special focus on the observer’s role in the research process 
is more likely to be found in interpretative approaches than in the social fact position. 

7.2 Research Strategy: Multiple Case Study Analysis 

Institutions of higher education are typically described as loosely coupled systems (see chapter 
4.4.2). Referring to March and Olsen (1976), Weick (1976: 9) argues that loose coupling can 
be identified and examined only if methodologies are used that highlight and preserve rich 
detail about context. One contextually sensitive method is the use of the case study method 
(Eisenhardt 1989, Yin 1994). The case study allows mixing of qualitative and quantitative 
methods to some extent, providing more perspectives on the phenomena being studied. Case 
studies, especially qualitative case studies, are prevalent throughout the fields of management 
and higher education (e.g. Gummesson 2000, Merriam 1993: 26). Different types of case 
studies can be distinguished, e.g. single (e.g. an unusual or critical institution), multiple (e.g. 
many institutions), or embedded (e.g. different units within an institution). According to Yin 
(1994: 13), the case study method is particularly fruitful for investigating phenomena within 
their real-life context, especially when the boundaries between phenomenon and context are 
not clearly evident. Alongside the advantages that case study research possesses in taking 
contextual factors into account, this research method has also other important advantages for 
the present investigation.^ 

(1) Yin (1994) suggests that the basic questions of “how” and “why” are best investigated 
through case study research, while surveys are more appropriate for answering “who,” “what,” 
“where,” and “how many” questions. The questions of how business schools can successfully 
develop considering the wide range of changes in their external environment is of fundamental 
interest for this investigation. Therefore it is the case study method which according to Yin’s 
framework is most appropriate. 

(2) The case study approach provides the flexibility to examine complex processes of 
change, development, and meaning construction, and to explore unexpected problems 
(Creswell 1994). Interview-based case studies also have the advantage of being able to reveal 
issues that would have gone unnoticed, because the researcher could not have known them in 
advance. Case studies based on qualitative interviews are therefore exploratory in nature, 
allowing the researcher to “go deep into complex matters, which are not wholly understood” 

See also Tempel (2001: 144-148). 
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(Stewart et al. 1994: 13). Referring to Coller (1996), Tempel (2001: 146) points out that semi- 
structured interviews can “lead in unanticipated directions... [and be] valuable in investigating 
issues that have not been addressed satisfactorily hitherto.” 

(3) A key challenge of the present investigation lies in its cross-national and trilingual 
nature. Desrosieres (1996), for example, argues that it is impossible to find exact translations 
of terms in different languages. Although the problem of respondents interpreting terms in 
different ways is relevant to all types of investigation (Deutscher 1977), it is of particular 
importance in cross-national research projects. Personal interviews have the advantage of 
enabling the researcher to clarify terminology in order to prevent misunderstandings and a 
possible distortion of results. A case study approach using face-to-face interviews therefore 
facilitates the clarification of important terminology used in the theoretical framework (see 
also Tempel 2001: 146). 

Besides the aforementioned advantages, the case study research method has at the same 
time a number of problems and limitations.^^ 

(1) One disadvantage of the case study method lies in its limited number of organizations, 
which is usually too small in number for empirical generalizations to be made. Yin (1994) 
suggests that case studies are not suitable for answering questions of “how much.” With 
reference to the present investigation, evidence of the decoupling mechanisms found in the 
Swedish case organization would not be able to be generalized to indicate how widespread 
such decoupling phenomena in Swedish business administration departments are. 

(2) Another disadvantage concerns the validity of interviews, which may be constrained by 
factors affecting the responses of interviewees. In semi-structured interviews, there is the 
danger of the researcher unintentionally leading interviewees into giving certain types of 
response, e.g. the type of information interviewees believe the researcher wants to hear 
(Haralambos and Holbom 1991, cited after Tempel 2001). Other distortion of information, 
such as the presentation of events in a favorable light or the withholding of information by 
interviewees (Denzin 1970), might also affect the validity of interviews. However, by 
triangulating different sources of data, the potential problems of validity can be addressed, 
because the multiple sources of evidence essentially provide multiple measures of the same 
phenomenon. 

Yin (1994) distinguished three general approaches to case studies: exploratory, explanatory, 
and descriptive approaches. While the explanatory approach is particularly suitable for 
investigating causal relationships, the descriptive case study requires a descriptive theory of 

For the disadvantages of case study research see also Tempel (2001). 
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cause-effect relationships. The exploratory case study basically consists of fieldwork, where 
the data collection process may be undertaken prior to defining the research question and 
theoretical concepts or hypotheses. In the present investigation, the exploratory case study was 
chosen in order to develop a range of strategies available to business schools that are 
confronted with inconsistent demands from different stakeholder groups. Although the 
exploratory case study is not statistically relevant, it is suitable for the present study. It seems 
to be a weakness of previous quantitative surveys in higher education research that they failed 
to consider the differences between the formal and the activity structures of educational 
organizations. Statistical data naturally concentrate on the visible and codified features of this 
type of institution. However, the more this formal structure deviates from the activity 
structure, the greater are the possible distortions, if the formal structure is used as an indicator 
for deep organizational change. 

7.3 Cross-National Comparison 

To investigate the research questions, it was proposed to conduct a cross-national comparison 
between Germany, Sweden, and the United States. In recent years, multiple-case designs have 
gained in prominence. The “hometown” view has often been criticized for being particularly 
damaging in the study of higher education (e.g. Clark 1983: 2). Unlike single-case designs, 
multiple case studies are often considered more compelling, and the overall research is 
therefore regarded as being more robust (Herriot and Firestone 1983). According to Swanson 
(1971: 145, cited in Ragin 1987: 1), “Thinking without comparison is unthinkable.” The 
disadvantage is that multiple-case studies usually require extensive resources and time beyond 
the means of a single researcher. However, from a methodological standpoint no broad 
distinction is made between the single-case study and the multiple-case study. Usually, both 
designs are included under the case study strategy (Yin 1994: 45). 

Comparative approaches are particularly useful for analyzing change, because they are a 
contextually sensitive method (Weick 1976: 9). Through the comparison of different contexts, 
the researcher is able to uncover the “taken-for-granted understandings - one possible 
invisible source of coupling in an otherwise loosely coupled system” (Weick 1976: 10) that 
are embedded in the higher education context. Thus, cross-national comparison is particularly 
advantageous in uncovering the unique features and unconscious assumptions that underlie 
different management education systems. 

Engwall and Gunnarsson (1994: 18) notice that comparing the development of academic 
management education in different contexts is fraught with several difficulties. These include 
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(1) the simultaneous existence of several educational paths even within the same country; (2) 
differences in educational systems between countries; (3) differences in socioeconomic and 
cultural environments between coimtries in different parts of the world and even between 
neighboring countries; (4) the dynamic differences that are always inherent in any study of 
historical development; and (5) variations and ambiguities in terminology. Despite these 
problems that emerge from a comparison of higher education institutions in different 
countries, there are several aspects that support a cross-national analysis. 

(1) The United States, Germany, and Sweden are highly developed capitalist industrial 
societies, displaying substantial similarities in terms of industrial development, political and 
cultural heritage, or education levels. The organization of industrial enterprises is structured 
along similar lines, and the activities and concerns of industrial management and higher 
education are oriented toward the same kind of goals. Without neglecting the historical, 
societal, and cultural differences that exist between the selected case countries, the 
aforementioned factors should help to ensure a minimum level of comparability. 

(2) Higher-education institutions are subject to compelling informal processes of 
standardization. Higher-education institutions across the world observe and often imitate each 
other. One reason for this reciprocal observation is the boundary-spanning behavior of the 
scientific communities. The scientific systems operate across institutional, organizational, and 
geographical boundaries: the only point of reference is the scientific community. It is this high 
degree of reciprocal observation that leads to the emergence of a discemable hierarchy 
between these institutions. This clearly distinguishes academic institutions from other types of 
organization. It is quite difficult to assess whether Bertelsmann or AOL Time Warner is the 
higher-ranked corporation. In contrast, discerning status differences among educational 
institutions is possible, at least to some degree. The status hierarchy among academic 
institutions provides national as well as international “orientation points” members of the 
organizational fields as well as external observers, facilitating the cross-cultural comparison of 
higher education institutions. Furthermore, higher education systems are often subject to 
more-or-less stringent governmental regulations (e.g. DiMaggio and Powell 1983), fostering 
homogenization processes among organizations. This, in turn, facilitates comparisons between 
different national contexts. It is thus no coincidence that educational organizations are often 
object of neo-institutional analyses. 

(3) Furthermore, there is a high exchange rate between faculty across different universities 
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and even across countries. In Germany, this is facilitated by the Hausberufungsverbot.^^ But 
even if there does not exist anything comparable in Sweden or the United States, it is normally 
the case that a researcher visits several different academic institutions during his scholarly 
career through which the interorganizational exchange of values and knowledge is reinforced. 
This provokes a comprehensive structure, through which researchers become increasingly 
interconnected, across countries and beyond generations, thereby facilitating the comparability 
of different higher-education institutions and systems. 

7.4 Selection of Countries and Cases 

The choice of the three systems for comparisons was initially opportunistic: that is, advantage 
was taken of opportunities presented to the author for funding and access. Furthermore, the 
author of this thesis studied in all three case countries in which she was already familiar with 
the higher-education systems. This experience reassured the author that there were significant 
differences that would make the comparison worthwhile. 

But there are additional good reasons for focusing on German, Swedish, and American 
business schools. In the current debate about educational reform in Germany, the American 
system of higher education frequently serves as a positive standard of comparison (e.g. 
Breinig et al. 2001). Also with respect to higher management education, the American 
business schools have currently a large impact on the development of business education in 
Germany. This is reflected in the discussions about the introduction of the M.B.A. degree, an 
expansion of executive education at German university departments of business administration 
(e.g. HHL, RWTH Aachen), or the increasing orientation of German business administration 
toward the North American research context (e.g. Grnur and Thomae 2002). Against this 
backdrop, it was decided to select the U.S. as one case that can be contrasted to the German 
university system. An in-depth, empirical comparison between reputable university 
institutions from these countries may help to provide a better understanding of the 
organizational consequences that can be expected when importing structural features from the 
American university contexts. 

The Swedish case can be regarded as an interesting hybrid form of the two other cases: 
Swedish higher management education has its roots in German business administration. The 
German orientation of Swedish higher management education institutions shifted in the period 
between the World Wars toward a more Americanized perspective on management education. 



Hausberufungsverbot means that it is prohibited to appoint an internal candidate to professor at German 
universities. 
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Swedish higher management education thus comprises influential ideas from the German 
“Handelshochschule”-movement and the U.S. tradition of management studies. Today, the 
Scandinavian countries developed an own approach to business education and management, 
the so-called “Scandinavian Management” or “Nordisk Management,” which has been 
attracting a certain amount of attention in recent years (see Engwall 1992, Lindkvist 1988, 
Peters and Austin 1985). How Swedish higher management education has handled the issues 
of change and continuity is interesting on its own account and might provide a key to a 
prospect that many universities throughout Europe face today. 

In selecting the research sites to conduct the investigation, an important factor considered 
was comparability. A key factor that was taken into account in selecting the case organizations 
in which to conduct research concerning organizational change processes, is DiMaggio and 
Powell’s (1983) concept of organizational fields (see chapter 2.3.3). It has been pointed out 
that an organizational field consists of organizations that observe one another and that interact 
more frequently than with organizations outside the field (Scott 1995: 148). Organizational 
fields exert pressure on organizations to adopt certain norms and practices. Isomorphic 
pressures can lead from those organizations that are perceived most successful within the field. 
Reputable universities often serve as a role model for other universities, and they are likely to 
be imitated by medium or lower ranked institutions.’^ This is supported by Goodrick’s (2002) 
study on the development of management as a vocation into a scientific discipline. She 
discovered that “it was high prestige schools that blazed the trial to science-based conceptions 
of management education, supporting the argument that dominant organizations are initiators 
of innovations when change has normative support” (Goodrick 2002: 664). Her results 
confirmed that less visible business schools followed the high prestige schools, leading to a 
total transformation of the field. 

Given the orientation function that renowned academic institutions often have for other 
higher education institutions and policy makers (e.g. Kriicken 2003), it was decided to focus 
on the “highly visible” business schools in each national setting. However, it needs to be 
pointed out that the selected case organizations can best be described as “extreme” or 
“revelatory” (Yin 1994), as they are not “typical” universities in their respective national 
context. 



97 



The Harvard case study method, for instance, has developed as instructional standard method in most 
American and many non-U.S. business schools. 
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7.5 Data Collection 

The case study method should not be confused with “qualitative research” (see e.g. Van 
Maanen 1988, Schwartz and Jacobs 1979). A rich and detailed understanding of a 
phenomenon is best achieved by integrating multiple methods and by linking qualitative with 
quantitative data (Van Maanen et al. 1986: 7), although the emphasis is generally more on 
qualitative methods (Hartley 1994: 209). Using multiple approaches increases the possibility 
that the link between social reality and social theory is better forged (Van Maanen et al. 1986), 
thereby improving the validity of the qualitative data. Data collection for case studies can 
therefore rely on many different sources of evidence, e.g. documents, archival records, 
interviews, direct observation, participant observation, and physical artifacts. The combination 
of methods, which is often termed “triangulation,” can help to deal with the problems of case 
study research encountered before. 

In the present study, two main sources of evidence, namely semi-structured interviews and 
archival records, have been utilized to obtain a “holistic” view on organizational change 
pattern in the three business schools. In addition, university brochures, annual reports, and the 
schools’ homepage on the World Wide Web permitted cross-checking of much of the 
interview material. Published books and articles on the three business schools were used to 
triangulate the obtained data. Together, these methods allowed the author to pursue the study 
of institutional change in a way that, as Zilber (2002: 250) notes, “would have gone unnoticed 
with analysis by approaches that focus on the macro-level and on structures and practices 
alone.” 

The first step in the data collection process involved gaining access to the three case study 
business schools by contacting individual professors to solicit participation via e-mail. The 
interviewees were selected randomly. After the initial contacts, eight professors were asked to 
participate in personal, semi-structured interviews. In the Swedish case, seven interviews were 
carried out in the case organization. In addition, one expert interview was conducted with a 
professor from another Swedish university who has worked extensively in the field of 
comparative higher management education. An overview of discussion topics was sent to each 
interviewee prior to interviews. The interviews were informal with non-directive, open-ended 
questioning to stimulate the subject’s thoughts. While an initial semi-structured interview 
guide was composed, it evolved throughout the interviews to reflect the responses of 
individual professors and to encompass issues raised by previous interviewees. In total, semi- 
structured interviews were conducted with 24 professors. The interviews were carried out 
between January 2003 and May 2003. Most of them were conducted face-to-face, while only 
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two interviews were carried out via telephone. Telephone interviews were carried out either 
where this was preferred by the interviewee or where the interviewee was not on-site during 
the researcher’s visit at the selected business schools. 

It was decided to tape record and fully transcribe all of the interviews carried out for several 
reasons. First, only taking notes on interviews may lead the researcher to be subjective in the 
taking down of information (Temple 2001: 167). Second, as Atkinson and Heritage (1984) 
argue, the tape recording and transcription of interviews enables unnoticed information to be 
detected at a later stage. Third, the recording of interviews on tape was seen by the present 
researcher as particularly important, as 16 of the interviews were conducted in English. Table 
17 gives an overview of the number of interviews conducted and the academic chairs of the 
interviewees. 



Table 17: Number of Interviews Conducted in Case Study Business Schools 





American Business School 
(ABS) 


German Business School 
(GBS) 


Swedish Business School 
(SBS) 


Number of 
Interviews 


8 Interviews 


8 Interviews 


8 Interviews 


Professor 

of... 


• Operations and 
Information Management 

• Legal Studies 

• Marketing 

• Entrepreneurship 

• Management & 
Economics 

• Management 

• Management & 
Technology 

• Insurance and Risk 
Management 


• Controlling 

• Health Care Management 

• Information Management 

• Marketing (2x) 

• Organization 

• Insurance and Risk 
Management (2x) 


• President 

• Information Management 

• Organizational Behavior 

• Management 

• Marketing 

• Managerial Economics 

• Organization Theory 
+ 1 Expert Interview 



Source: Own 



All of the interviews aimed to assess how business schools respond to their changing 
environment by recording the personal perceptions and views of professors of different 
business school departments. It is important to note that the interviewees were not regarded as 
experts. In accordance with the interpretative research paradigm, the interviews were utilized 
to understand how organizational members, and in particular business school professors, 
interpret and experience the current business school environment and how they make sense of 
it in their daily work activities within their department. To ensure comparability of the themes 
tackled in the three case study organizations, common questions were asked in each interview. 
The thematic issues explored in the interviews included changes in the influence of the state. 
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changes in student attitudes, changes in the influence of the business community, changes in 
the scientific community, the impact of university rankings, impacts of the changes on the 
formal organizational structures, and impacts of the changes on the activity structure of the 
business school. 

In addition, it was possible to verify the reliability of professors’ recollections on the 
schools and others details by comparing them with internal documents and archival data. 
Changes in the internal dynamics of business schools can be identified through analyzing the 
designation of professorships and research units. The development of professorships and 
departments provides a good indicator of the cultural pressures that operate upon the business 
school, because they offer valuable clues particularly for identifying the educational and 
research objectives that the business school faculty thinks should be pursued. In order to 
ensure comparability of the three cases, archival data on the designation of professorships was 
obtained for the period between 1948 and 2003 for each case study business school. 

7.6 Data Analysis 

Data analysis is the process of making sense of the data. This involves consolidating, 
reducing, and interpreting what people have said and what the researcher has seen and read. 
The interview transcripts provided a central source of data for the present study. The analysis 
was guided for a search for indications or evidence of how business schools deal with 
inconsistent constituency demands. In terms of specific analytic techniques, Miles and 
Huberman’s (1984) categorization and theme analysis technique was used.^® The challenge 
here is to construct thematic issues that capture some recurring pattern that cuts across “the 
preponderance” of the data (Taylor and Bogdan 1984: 139). In order to ensure a 
commensurate interpretation process, the transcripts were first read carefully, and relevant 
sequences were highlighted. In a second step, the highlighted sequences were assigned 
descriptive categories to represent the main ideas being communicated. The author began with 
a list of thematic issues generated in the theoretical framework (e.g. changes in the influence 
of the state, the influence of students and business community, influence of the media on the 
business school). However, based on the emergence of new ideas and concepts in the 
transcript data, it was necessary to add additional categories. The analysis resulted in the 
development of 1 1 categories that were used to describe and classify the interview material 
across all three cases. In order to ensure the reliability of the categories, three researchers not 
involved in the case study were given the transcripts and the identified categories and were 

This section draws on the work of Thomas and Trevino (1993: 785). See also Mayring (2000a, 20005). 
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asked to match the selected sequences to the 1 1 categories. An 89% agreement on the content 
of the categories gave the author the confidence with respect to the inter-rater reliability of the 
categories. 

Having defined the categories, the single interview sequences were structured and attributed 
to the different categories to interpret the data across the three cases. Subsequently, the data 
were interpreted on the basis of the background information of the particular case and the 
particular interviewee. In doing so, behavior patterns and attitudes of the single interviewees 
were extracted while considering the relationship and dependencies between interviewee and 
his surroundings. Finally, the essential propositions and meanings of each case were correlated 
with each other to get a picture of the specific local parameters of the cases and of the existing 
scopes for action of the interviewed professors. The interview material of the three cases was 
also juxtaposed with the additional information obtained from the university archives and 



correlated compared against the theoretical propositions constructed in Chapter 4. 

In contrast to a single case analysis, this thesis involves a comparative case study, which is 
analyzed in two stages: the within-case analysis and the cross-case analysis (Merriam 1993: 
194). In the present study, the three business schools were first treated as a comprehensive 



case and analyzed according to the single case analysis described here. Even though the cases 
varied in their details, it was attempted to identify processes and outcomes that could be 
observed in all three cases. The comparisons were made across the three countries based on 
the wide range of theories presented in Chapters 2 and 4. The organization of the interpretation 



process is depicted in Figure 10. 

Figure 10; Collecting and Analyzing the Qualitative Data 
1. 2. 3. 



5. 



6 . 



Research 
Question: How 
do business 
schools translate 
changes in their 
institutional 
environment into 
their internal 
organization? 



Construction' 
of interview 
questions 
organized 
around 
different 
thematic 



Adaptation of\ 
the thematic 
issues while 
^ screening the 
interview 
material 



Interpretation 
of case 
material 



Extracting ' 
behavior 
patterns and 
\attitudes of the 
) interviewees 
in each case 
against 
background y 



Comparison^ 
of the core 
aspects of 
each case 
and 

correlation 

with 

theoretical ^ 



Source: Own 




8 Organizational Responses to Institutional Pressures 

This chapter presents three in-depth, exploratory case studies of business schools respectively 
university departments offering academic management education in the United States, 
Germany, and Sweden. Each case is divided into the same sections: In the first section, some 
background information on each case will be presented. When investigating how the case 
business schools deal with translating changes in the external environment into their 
organizational structures, one focus is the analysis of professorship designations. This is the 
topic of the second section, in which the development of academic chairs and the changing 
designations over the course of time are analyzed. Subsequently, the qualitative interview 
material is interpreted to discern current environmental and institutional changes that exert 
pressure on the case organizations. The qualitative data analysis follows an iterative approach 
of traveling back and forth between the theory and the empirical data. In the last section, major 
effects of the perceived external changes on the business schools’ core processes and activity 
structure are analyzed. 

8.1 The Case of an American Top Tier Business School 

8.1.1 Background 

The selected American case Business School (ABS) is a private institution and is regularly 
rated among the top tier business schools in the United States by recruiters as well as 
academics (Trieschmann et al. 2000). ABS’ study programs include undergraduate as well as 
graduate programs, executive education classes as well as Ph.D. programs. The undergraduate 
program leads to the Bachelor of Science in Economics degree, while the graduate division 
offers the M.B.A. The school’s curriculum is highly diversified: it offers around 190 electives, 
which is more than three times the number offered by Harvard or Dartmouth and more than 
twice the number offered by Stanford and Cornell (Byrne 1997: 58). In addition, the selected 
institution offers international exchange programs with 10 non-U.S. business schools, during 
which the students can spent a full semester abroad as part of the school’s regular M.B.A. 
program. 

One of ABS’ biggest divisions that creates a vast share of the school’s revenues is executive 
education. Every year, more than 8,000 people from 1,500 companies participate in one of its 
executive education programs, with 25% participants coming fi*om abroad. Over the last years, 
the schools could decisively increase the participation of business practitioners in its 
programs, through which executive education became one of the most important sources of the 
university’s income (see Figure 11). 
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Figure 11: Sources of Income of ABS 




□ Tuition/ Fees (72%) | 

■ Endowment Interest/ Gifts (13%) | 

□ Sponsored Research (S%) 

I □ Others (7%) 



Source: ABS Report: State of the School 1996 

Every year, around 780 students are admitted to the graduate program, while 500 full-time 
students enter the undergraduate program. The annual tuition for the graduate program in 2003 
exceeds $30,000. This is an increase of more than 50% over the last decade. ABS is also home 
to a large cadre of tenure track faculty, supplemented with a substantial number of adjunct and 
visiting faculty. Currently, the faculty consists of 250 standing (tenure track) and associated 
faculty, 1 1 academic departments, and 1 8 research centers and initiatives. The student-faculty 
ratio has remained constant in the last decade and amounts to 8 students per faculty member. 
Nevertheless, it has to be taken into consideration that faculty includes also assistant, 
associate, and adjunct professors. 

8. 1 .2 The Development of Professorships 

This section focuses on changes in the designation of academic chairs. The purpose of this 
analysis is to describe and examine changes in the formal structures of ABS. As Kriicken 
(2002) shows, the creation and abandonment of positions is one of the most common 
adaptations of the formal structure of universities. Thus, analyzing changes of professorship 
designations is a good approach to explore a business school’s organizational responses on the 
level of the formal structures to external pressures. For this purpose, a four-way analysis to 
examine the business school’s designations of professorships is developed (see Appendix E). 
It is proposed that differentiation occurs on the one hand in terms of content and on the other 
hand in terms of division of labor. With respect to content, ABS’ designations were 
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differentiated into business-related and non-business related designations. In terms of division 
of labor, the professorships were organized into academic (or rather functional oriented) 
designations and practical (or rather branch-oriented) designations. 

Figure 12: Categorization of Top Management Journal Titles based on Impact Factor 




Source: Own 

That functional designations can be interpreted as a rather scientific orientation or academic 
division of labor is supported by the fact that scientific disciplines in business studies are 
basically organized around business functions. Scientific journals in management and business 
studies are mainly structured by functions and/or general management (see Figure 12). An 
analysis of the titles of the top 40 management journals (evaluated on the basis of the Social 
Science Citation Index 2002) revealed that 82% of the titles were structured either by 
functions or were given a general name, such as Academy of Management Journal or Sloan 
Management Review (see Appendix D). Only 2 of the top 40 journals had a branch 
designation (namely International Journal of Electronic Commerce and Journal of Retailing), 
although their branch focus does not seem to be obvious. The highest-ranked journal with a 
clear branch designation was ranked 72nd (International Journal of Service Industry 
Management). In Figure 12, the 40 journals were organized around 3 categories, namely 
functional-oriented title (e.g. Strategic Management Journal, Journal of Marketing), general 
title (e.g. Academy of Management Review, Academy of Management Journal), and others 
(including rather branch-oriented titles, e.g. Journal of Information Technology, Business 
History). The results support the thesis that the academic division of labor is organized 



156 



Organizational Responses to Institutional Pressures 



basically by functional and general designations. There is no single branch-oriented 
designation among the top 10 academic management journals. 

Some professorships indicated a specific emphasis in a subfield or contained names of the 
donors who sponsored the particular professorship. Such designation affixes were filtered out 
and priority was given to the main discipline or business specialty. The designations of ABS’ 
professorships were structured according to the four categories and are presented in Figure 13: 
Figure 13: The Development of Professorships at ABS 



izo 




1^50/51 1955/56 1965/66 1970/71 1975/76 19E0/B1 1985/66 1990/91 1995/96 2001 

O Academic/Business M P ractical/Bus iness 

■ AcademiCi^'Non Business ■ PracticalT^on Business 



Source: own, based on Academic Bulletins and Course Calendars; 1950-2000 

The total number of full professorships more than doubled to 96 in 2003 from 47 in 1975. 
Until the late 1950s, non-business related subjects, such as languages, geography, history, 
graphics, and physical education, were widespread at ABS. The business subjects were 
structured mainly by branches of industry, such as transportation, banking, or industry. 
However, little by little the number of professorships in the functional areas, e.g. marketing, 
organization, finance, grew, and from the 1980s onwards professorships at ABS are mainly 
differentiated by business functions. Between 1955 and 2003, the number of professorships in 
the business functions increased by more than 400% to 70 from 17 professorships. 
Professorships in practical subjects with no business orientation were eliminated during the 
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early 1980s. The number of practical, business-oriented professorships slightly increased over 
recent years, while academic, non-business subjects slightly decreased over the same period. 
The development of professorships shown in Figure 13 basically confirms the business 
school’s shift fi-om being more or less a “trade school” with a variety of professorships with 
practical designations (reflected in the focus on branch designations) and non-business related 
subjects toward a research institution emphasizing business subjects particularly in functional 
areas. 

Two changes are particularly striking: the sharp decrease of the number of non-business 
professorships in the late 1950s and early 1960s as well as the strong increase of 
professorships in the business functions since the 1960s. These changes were basically 
triggered by the aforementioned internal critical report on the status of ABS, in which the high 
degree of specialization, the predominance of “mediocre students,” and the low faculty 
salaries were severely criticized, as well as the publication of reports of the Carnegie 
Institution and the Ford Foundation on the status of American business education (Gordon and 
Howell 1959, Pierson 1959). Pierson (1959) as well as Gordon and Howell (1959) 
recommended that courses such as business English and physical education had no place in 
business schools. Correspondingly, in the 1960s, shortly after the two reports were published, 
the composition of the ABS faculty changed considerably. Figure 13 indicates a sharp 
decrease of non-business related professorships, particularly those with a practical orientation. 

The number of professorships in non-business, academic subjects, e.g. the behavioral 
sciences or statistics, slightly increased again since the 1960s, although their relative 
importance in relation to the business functions decreased. This, too, can be attributed to the 
recommendations of the Gordon and Howell (1960) and the Pierson (1959) reports, both of 
which criticized the lack of research and scholarship of business school faculty. In response to 
these reports, business schools started to hire researchers from the basic disciplines in order to 
improve the academic standing of business at the universities. Figure 13 reflects that ABS also 
increasingly hired faculty members from recognized academic disciplines outside the business 
schools, including statistics and sociology. 

The business functions, in particular the fields of finance, management, and marketing, 
show the largest increase of professorships. The increasing emphasis on functional 
designations signals an increasing academic orientation of the business school. Finance 
professorships have increased fourfold since the late 1940 to 16 professorships in 2003. ABS 
began to establish management chairs during the 1970s; since 1975, the number of 
professorships in this field increased more than twofold to 17 full professors in management 
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and related disciplines in 2003. A similar development can be observed in the marketing 
department, where the number of professors tripled since the late 1940s to 14 full 
professorship in 2003. It is likely that this enormous growth was induced by changes in 
business organizations and the business environment. Since the 1970s, a number of managerial 
innovations were created, often on initiative of large corporations and management 
consultancies. Many management and marketing techniques, such as experience curves, 
product portfolios, discounted cash flow techniques, strategic business units, or total quality 
management have been invented since then. Along with an increasing student demand for 
business education, particularly during the 1980s (e.g. Friga et al. 2003) and the generally 
positive developments in the U.S. stock market until the late 1990s, business education and 
research expanded further, which finds expression in the growing number of privately 
endowed chairs (Figure 14). The number of endowed chairs increased significantly between 
1985 and 2003. While during the early 1980s, fewer than 1/4 of the full professorships were 
privately endowed, in 2003, more than 3/4 of ABS’ full professors held a privately sponsored 
chair. 

Figure 14: Development of Endowed Chairs at ABS 




1983 1984 1985 1986 1987 1992 1993 1994 2003 



Source: Compiled from ABS (1996): State of the School and ABS homepage (2003-11-1 1) 

Since the late 1950s, the number of practically oriented business designations decreased to 7 
in the late 1970s from 17 in 1958. A reverse development can be observed since the beginning 
of the 1980s. Since that time, the number of practically oriented professorships in business 
subjects increased to 19 in 2003 from 9 in 1984. Professorships in real estate and health care 
management gained prominence in recent years. This development may indicate increasing 
pressures on American business schools to signal increased practical relevance by providing 
academic professorships with practical designations. 
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The analysis of the designation of academic professorships reflects the development of the 
business school history on a broader level. On the whole, the development of professorships 
depicted here confirms the reflections on the development of higher management education in 
the United States. Professorship designations are part of the business schools’ formal 
structures, which raises the question of which consequences for the business schools’ activity 
structures can be expected. What determines recruitment and appointment decisions of 
professorships at ABS and how does this correspond to the formal organizational structures? 
This is the issue the next section will explore. 

8.1.3 Institutional Pressures from the Business School Environment 
ABS faces a number of challenges driving the requirement for change. Central factors 
influencing ABS are rising costs and a growing reliance on private funding, an increasing 
importance of alliances and partnerships, and the growing impact of media rankings on the 
school’s operations. 

(1) Funding. As a leading private institution, state and federal make up only a very small 
portion of the school’s budget, and thus the declining public funding basically does not affect 
the school. ABS revenues come from multiple sources, e.g. student tuition, executive 
education, research funds as well as donations from alumni and companies. In order to 
increase revenue in recent years, ABS essentially employed two strategies: raising tuition and 
fees as well as expanding the provision of executive education. 

Table 18: Increase in Student Tuition for Selected M.B.A. Programs 





1994 


1996 


1998 


2004 


Harvard 


$20,960 


$23,840 


$26,260 


$33,650 


Wharton 


$21,050 


$23,608 


$24,990 


$39,835 


Stanford 


$21,189 


$23,100 


$24,990 


$37,998 


Michigan 


$ 20,960 


$23,180 


$23,840 


$36,688 


UCLA 


$14,496 


$18,936 


$20,093 


$29,218 



Source: Adapted from Wilms and Zell (2002: 78) 

Over the past 5 years, ABS increased the tuition to the full-time M.B.A. program by more than 
30%. Table 18 displays the increase in tuition for MBA programs at selected institutions over 
the last decade. However, this was not enough to bring in the required resources. To raise 
additional funds, the schools tremendously expanded its executive education programs during 
the 1990s. In 1999, executive education constituted almost 1/3 of the school’s total revenues. 
As Figure 15 indicates, executive education almost tripled between 1990 and 1996. 
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Figure 15: Development of Executive Education at ABS 
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Source: Own; based on ABS Bulletins 

The increasing provision of executive education indicates that ABS is moving closer into the 
realm of business, which is, as the interview results indicate, not without controversy. Some 
interviewees raised the concern that this type of education would interfere with the research 
mission of the school: 

“Look, we are a research institution. Our reputation is based entirely on the 
quality and volume of the research. However, the closer our financial ties are to 
the business world the more questions get raised about our intellectual 
independence. If we go too far in this executive education direction, we become 
something else . . . you move away from the university or the business school in 
the traditional sense.” (A2) 

Another professor seems to be more relaxed about the apparent increasing influence of the 
world of practice: 

„There has always been a tension between business schools as part of the 
academic environment ... business scholars as social scientists ... and at the 
same time a professional school. If you look over a very long time youTl see 
some ebb and flow on that ... There will always be a conflict, and thafs ok. I 
even think it’s healthy for us.” (A6) 

(2) Alliances and partnerships. Another important issue in ABS’ environment at the 
moment is the increasing number of alliances and joint ventures among business schools. 
Table 19 depicts a summary of some examples of new partnership strategies under 
development at this writing (see Friga et al. 2003). 

The tendency to build alliances with other business schools can be interpreted as a strategy 
for increasing the visibility in their organizational field that has become increasingly opaque 
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due to numerous providers of business education which have entered the field of management 

education in recent years, such as corporate universities, e-leaming providers, further 

management training institutions, etc. From a status-based view of the organizational field of 

business schools, it can be argued that organizations fi-agment into narrower differentiated 

niches as they compete for scarce resources with competitors (Astley and Fombrum 1983). As 

Astley and Fombrum (1983: 577) note: “By joining with others in a system of mutual support, 

organizations can produce a collectively managed environment that is buffered, at least 

partially, from the vagaries of the outside environment” (cited after D’Aveni 1996: 184) 

Table 19: Partnerships Among Business Schools 

Harvard and Stanford merge Executive Education Program (Merritt 2001b) 

Columbia University and London Business School: joint M.B.A. and non-degree programs 
(Leonhardt 2000) 

Columbia University and University of California, Berkeley: Bicoastal Executive education 
program (Alsop 2001) 

New York University, HEC School of Management and London School of Economics: joint 
executive education program (Alsop 2001) 

Haas School of Business at UC Berkeley, Columbia Business School, London Business School, 

The Goldman Sachs Foundation (http://www.socialvc.net/abouthtepartnersxfm, 2003-11-30): 
established a platform for social ventures 

Northwestern’s Kellog School builds an alliance with the German private university WHU and 
offers joint executive education programs 

Source: Based on Friga et al. (2003) 

That ABS is a rather powerful member within its organizational field is also reflected in the 
limited impact the AACSB, the major accrediting agency for American business schools, 
seems to have on the school. This differentiates top-tier business schools fi"om “the middle 
level schools,” as one interviewee pointed out. “The accrediting agencies are going to have a 
greater impact on the middle level business schools, but not on us.” (Al) During the 1960s and 
1970s, the agency tried to be very controlling, specifying how many courses students have to 
take a particular subject matter: 

„What happened was that they [the AACSB] got into trouble because our 
school, the University of Chicago, and others did not cover all of those courses. 

So the AACSB actually put the University of Chicago on probation because 
they wouldn’t offer a course - I believe in production management or so. The 
effect was that the leading schools don’t do more of them and so the AACSB 
lost power - and still do today.” (Al) 

(3) The media rankings, ABS has transformed itself from a rather practically oriented 
teaching institution in the first half of the 20*^ century into one of the nation’s leading research 
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institutions in business. Besides being an outstanding research institution, ABS is a highly 
esteemed institution also among recruiters and students. Between 1998 and 2002, ABS was 
ranked among the top three graduate programs in the Business Week ranking. Along with this 
development, the quality of the student body also increased tremendously: 

„rve been around enough — when I started the business school got the slower 
students, the less able students and less respected. But that changed and 
business became much cooler to study. Today we get the best students coming 
into the business school — ABS has drawn outstanding students.’’ (Al) 

The incoming students are not only talented, but also fairly demanding. Especially against the 
backdrop of the constantly increasing student tuitions rates it is not surprising that students 
have become more critical and expect to “get value for their money”: (A4) 

„Our students are extremely demanding. I think more so than in the decades of 
the 1980s, because they are paying huge amounts of money to attend this place. 

They usually leave this school with $80,000 or $100,000 debt. And so they 
expect to be very well trained and to be treated respectfully and correctly while 
they are here.” (A4) 

Meeting student expectations means providing the most advanced technical equipment as well 
as recruiting excellent faculty, which requires substantial financial resources. During the 
1990s ABS invested substantial amounts of money into the technical infrastructure and its 
teaching quality. The increased focus on teaching requires professors to spend more time in 
preparing their classes, especially in order to integrate the new technologies into their 
pedagogical concepts. As interviewee A4 explained, he now needs to spend considerable time 
with updating his course material on the internet, answering student e-mails, uploading slides, 
and creating new Web pages. Another professor said that during the 1970s and 1980s it was 
very well possible to teach a subject in order to learn it, but today the degree of formal control 
of teaching initiatives is so great that 

. . you have to invest a lot before they let you teach here. They are very strict 
at ABS. But it depends on the department. I remember I overheard a 
conversation between two history professors last week. One history professor 
said:‘T am teaching 16th century England for the first time. I have never done it 
before and I am two weeks ahead of the students!” [laughter] It’s wonderful. 

That old style apparently lives on in the history department. But they don’t let 
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you do that very much anymore at ABS.” (A3) 

All interviewees agreed that teaching has become much more important than 10 or 20 years 
ago. In order to better meet student demands, ABS recently introduced a new award for 
teaching excellence. One professor stated: 

„Here in the United States, students tend to think of themselves as customers . . . 

What’s happened in recent years here is that there has been more focus on 
teaching, in the sense that we have to deliver a more valuable and customized 
product. From a faculty’s perspective there has been a lot more emphasis placed 
on the quality of teaching than there used to be.” (A7) 

Although the interviewees perceived students as becoming increasingly demanding, the 
opinions vary as to what extent the “student-as-customer” notion has an impact on the course 
contents. While some professors stated that the way professor prepare their classes and choose 
teaching contents has not changed over recent years, other professors were the opinion that 
students’ influence on course contents has changed recently, albeit not considerably. Two 
interviewees said that they would probably not teach a specific case or topic again, if the 
students did not like it or if they would not find it relevant. Another professor pointed out that 
“the student’s desire for stuff that is relevant rather than theoretical has definitely increased” 
(Al). He tries to take this into account when preparing the classes. There are some indications 
that besides the growing student demands also the expectations of business recruiters now 
have more influence on the school’s operations than a decade ago. 

“I think that’s due in part to the surveys by U.S. News and Business Week. That 
gives them some power. That then motivates the schools to find out what the 
recruiters think ... We also do survey on our alumni relationships. I think the 
new technology, where we can have a website, send e-mail newsletters and 
things like that have helped them have more input into the system. So I think 
the stakeholder power has increased. ”(A1) 

As interviewee Al argued, the media rankings have caused ABS and other business schools to 
make changes that conform closely to the evaluation eriteria of these rankings. These criteria 
are usually heavily oriented toward teaching (see also Zell 2001) and M.B.A. programs in 
general with its emphasis on practical education and job-related skills. Some authors argue 
that such media rankings would promote the pressure on U.S. business schools to become 
vocational schools again, as they were during the 1950s (e.g. Gioia and Corley 2002: 108). 
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Mainly due to their questionable methods, most ABS professors criticized the business 
school rankings. One interviewee bemoaned the rankings because they do not include any 
measure of scholarly productivity and research quality (A2). Another professor explained that 
“these rankings are ridiculous, but they have a major impact on the school” (A6). Similarly, 
interviewee A7 stated: “I am sure the deans of these schools worry like crazy before the 
ratings come out.” (A7) Another professor explained that four times in a row ABS has been 
ranked number among the top three, but recently the school could only achieve a rank among 
the top ten business schools. The reason did not have to do with a change in the teaching or 
research quality, which, according to the interviewees, has been improved over recent years. 
Instead, the students were dissatisfied with their recruiting after graduation. Along with the 
economic downturn in the United States a number of ABS’ graduates, around 10% percent, 
had difficulty finding a job. The dissatisfaction of these 100 students was so intense that they 
gave the school the lowest rating possible. One professor argued that it is the responsibility of 
the school to get their students a job: 

“This school did not get its students into jobs. We did not pay attention to those 
student needs ... You cannot just take 100 students who pay you a $100,000 
and say: ‘Well, we gave you the education, now go and get your job yourself.” 

(A4) 

Other top-tier business schools apparently dealt differently with this dilemma. Interviewee A4 
explained that Harvard professors “moved heaven and earth” to find a job for every single 
graduate. He was the opinion that also ABS’ professors should have contacted their friends 
and alumni as well to search for job opportunities. These statements indicate that the role of 
the professor, at least at high-cost, top-tier business schools, increasingly requires taking over 
a private placement service function for the students they educate. Similarly, Porter et al. 
(1997) recently observed that job search and placement have become increasingly important 
programmatic activities. They found that the business school reputation suffers if students 
cannot secure jobs when they graduate. Therefore, faculty members of American business 
schools are increasingly urged to meet with job recruiters to support their students in securing 
employment. 

The narratives of academics who were interviewed at ABS manifest the trend of treating 
students increasingly as “customers.” However, none of the interviewees expressed any 
resentment about the increasing student demands. This can have several causes. First, the 
professors took into consideration that the interviewer is a student, too, who may want to hear 
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that students are treated as customers. Second, the interviewees just wanted to present ABS in 
a favorable light. Third, the image of treating students as customers has become already taken- 
for-granted at ABS and faculty deals in a professionalized manner with such issues. 

There are some indications supporting the view that a culture of service orientation is deeply 
embedded in ABS’ philosophy. As a private institution, the school has always strongly 
depended on private financial support from industry, alumni, and student tuition. This 
dependence is likely to foster a climate at the school emphasizing constituency satisfaction in 
order to attract and secure resources in the long run. Most professors agreed that it became 
more important to produce knowledge that is directly relevant for business. Similarly, there is 
general consensus that the ties towards the corporate world have become much closer, 
particularly during the 1990s: 

“At ABS, the selection of research topics is increasingly driven by issues that 
are important to industry. We have developed and are still developing 
mechanisms to translate our research findings into industry.” (A5) 

Against the backdrop of the high academic reputation of ABS on the one hand and the 
increasing demands for applied research and vocationally oriented teaching, especially in 
M.B.A. and executive education courses on the other hand, the question arises how the school 
manages to satisfy both, partially very contradicting demands. Based on the interview 
material, different strategies of dealing with this conflict were identified, which will be 
discussed in the following sections. 

8.1.4 Organizational Responses to Institutional Pressures 

Numerous changes suggest that ABS is on a course that can be described as “market- 
oriented.” While in the 1960s ABS made huge investments in order to improve the academic 
quality of the school, e.g. by enhancing faculty development and hiring researchers from 
related disciplines, in the 1980s and 1990s an interesting shift back toward the world of 
practice can be observed. In recent years, the number of privately endowed chairs has 
increased considerably, and the number of executive education courses rose by 250% between 
1990 and 1996 (see Figure 15). Furthermore, the growing importance of business school 
rankings caused business schools to increasingly take into consideration the expectations and 
demands from students and business recruiters. How did ABS respond to these fundamental 
changes in its institutional environment? 

Some answers indicate that ABS responded to external changes in the business school 
environment by acquiescing, i.e. conforming to institutional pressures in the form of habit. 




166 



Organizational Responses to Institutional Pressures 



imitation, and compliance (Oliver 1991). As interviewee A1 as well as A5 explained, one of 
the major changes in the business school environment over recent years is the increasing 
demand for including business ethics in the business school curriculum. Also, the major 
accrediting agency, AACSB, has responded to the scandals stimulated by Enron, WorldCom, 
etc. by including ethics in their evaluation criteria. ABS has responded to this increasing 
concern for business ethics by launching a new doctoral program in ethics, which starts in 
2004. 

“ABS has always been very entrepreneurial. We have always been open to new 
initiatives. For example, we were the first school that launched an 
entrepreneurial studies program. Now, we offer the first Ph.D. program in 
business ethics.” (A5) 

Already in 1997, the school has established a center for business ethics research, which 
sponsors different academic conferences for academics and practitioners. Given the increased 
pressures to take ethical issues into account, it can be proposed that ABS wants to conform to 
institutional pressures by following and accepting norms prevailing in the business school 
environment. Similar to the case of entrepreneurship (see Chapter 5), business ethics has not 
yet developed an own academic discipline. 

Compliance to external expectations includes not only a stronger focus on business ethics, 
but also a growing pressure for business schools to provide relevant and easily applicable 
knowledge. This is reflected in ABS’ recently launched web site, which offers research-based 
business knowledge to corporate executives, entrepreneurs, policy makers, and academics. 
The rhetoric used on these Websites suggests that ABS’ “path-breaking scholarship” has been 
transformed into applicable pieces of knowledge that are easily accessible. On this Website, 
professional business journalists “translated“ research projects currently conducted by ABS’ 
faculty in a “plain, jargon-free prose” in order to make it easy understandable for users outside 
the scientific community, e.g, business people, students, etc. 

However, as Weingart (1998: 870) noted, it is questionable if the media (in this case 
business journalists) can function as transmitter of representations of scientific work. The 
problem is that journalists judge the value of scientific work on a set of evaluation criteria (e.g. 
actuality, sensation, personalization, and locality) that is very different from the frames of 
reference of scientists (see also Chapter 4.2.4).^^ It does not seem very likely that the 

Zimmerman (2001: 17) reported on a public relations department in a ranked business school which issued a 
press release on an unpublished working paper, misinterpreted the findings, and even changed the title of the 
paper to sensationalize the results in order to obtain public attention. 
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representations of the business journalists reflect the scientific work in a simplified manner, 
but that modifications were made while “translating” the work in order to make it available for 
the broader public. However, at least the impression is created that business schools 
“translate” its research into useful and applicable pieces of knowledge for its “customers.” 
There are some indications that the attitudes of ABS’faculty towards “popularized” 
management knowledge, e.g. publications in the Harvard Business Review, have changed over 
recent years. While in the 1980s it proved disadvantageous for prospective scientists to publish 
in a practitioner journals, today there seems “to be more tolerance with respect to such kind of 
publication” (A2): 

“I suppose in the old days, a Harvard Business Review publication might have 
counted against you. It doesn’t count against you now, but it doesn’t do much 
more for you either in the promotional tenure process. In other areas it might be 
quite different.” (A2) 

One professor used the “portfolio concept” to explain how ABS in fact manages to deal with 
the different frames of reference of external constituencies: 

“In recent years there has been a greater acceptance of that kind of research. In 
a place like ABS, publishing in the HBR has never been considered to be a 
significant research contribution. But today there is a more willingness to 
accept a portfolio concept. So if you are an academic (you have a portfolio of 
publications) we still want you to publish in the ASQ and the Journal of 
Marketing Science, but we also might give you a little credit for having an 
article on HBR. But if this is all that you have got then it wouldn’t be sufficient. 

If you have 5 articles on HBR, and you don’t have much on what we call A- 
level journals you are not going to get tenure here.” (Al) 

Despite the new “tolerance” to produce popular and appealing forms of management 
knowledge for a broader public, it seems that the underlying reward structures and evaluation 
criteria for tenured faculty basically remained stable. This is reflected in the fact that tenure 
decisions are still based almost exclusively on publication activities. The interviews revealed 
that research still plays an important role, if not the key role, in tenure decisions: “Our 
professors are first of all researchers. Teaching and consulting comes second.” (A5) One 
interviewee argued: 

“I think reasonably, comfortably reasonably, that the faculty review process for 
tenure is 100%-based on academic productivity - to be promoted to tenure and 
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becoming a full professor hasn’t changed a whole lot. I think that the selection 
criteria for faculty promotion has remained fairly stable, even though the 
context has changed ... First, you have to demonstrate that you have the 
capability to be a successful intellectual in this world, then you spend time with 
executives.” (A2) 

It is interesting to note that despite the current trend to become increasingly “customer- 
driven,” ABS’ tenured faculty are not required to demonstrate that they are outstanding 
teachers. Instead, ABS hires non-tenured professors, the so-called adjunct professors, whose 
sole responsibility is to teach. In order to become tenured, ABS’ faculty needs to demonstrate 
that candidates belong to the group of “outstanding” researchers in their particular discipline. 
One interviewee stated that teaching still plays (compared to research) a minor role in 
appointment decisions at ABS. 

“I do think that teaching has been given a little more emphasis in the tenure 
process. It used to be said that the only way that teaching could have an impact 
is if you were just a terrible teacher; then it could have a negative impact. So it 
could hurt but it wouldn’t help. I think it does help now if you are an 
outstanding teacher, but you still have to be a successful researcher ... The 
basic process and the basic criteria are pretty much the same. This could be a 
5% change.” (Al) 

Although the business school environment changed considerably over recent years (e.g. 
increased pressure due to media rankings and growing student tuitions), the professors 
repeatedly emphasized that ABS is a very strong research institution and that the academic 
side did not change that much. On first sight, these results seem to be incoherent and 
inconsistent. How is it possible that a school is able to be so successful without undergoing 
deep organizational change as the environment changes? 

From a neo-institutional perspective, it can be suggested that ABS has responded to 
institutional expectations (e.g. the image of the knowledge factory) primarily symbolically, 
while the activity structure was basically not affected. The school does indeed change, e.g. by 
organizing conferences with business practitioners, creating research centers, and launching 
initiatives on the internet, but these changes seem to take place mainly on the more peripheral 
parts of the business school, while ABS’ organizational core that is shaped by the research 
imperative has basically not changed over recent decades. This would explain why ABS can 
be both inert and innovative at the same time. For instance, several interviewees emphasized 
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that ABS has always been “very entrepreneurial” (e.g. Interviewees Al, A5) or “innovative” 
(A2), but there was also consensus that the school's academic side has basically not changed 
(e.g.Al,A5). 

There are some empirical indications that in order to maintain and strengthen their academic 
reputation, ABS protects its organizational core from inconsistent external demands. This 
strategy can be best described as avoidance (see Oliver 1991). Two forms of avoidance can be 
distinguished at ABS: 1) Decoupling the formal structure from the activity structure and 2) 
decoupling on the level of the activity structure, i.e. loosening the academic context from the 
“advice giving context” (e.g. March and Sutton 1997). 

(1) Decoupling the formal structure from the activity structure, respectively decoupling 
talk from action. When asked how ABS manages to simultaneously satisfy both demands from 
the scientific community as well as from the corporate world, some professors argued that 
they do not see any conflicts: “I think our professors can do both well — teaching and 
research.” (A5) Another professor argued that ABS has a very well-trained faculty which can 
effectively deal with both demands: “Well, it takes of course a lot of effort and creativity to 
manage the boundaries between those two words — we find this at our school.” (A2) 

There are, however, some indications that support the view that their talk deviates from 
what is actually done. One professor stated that ABS’ professors are both good researchers as 
well as teachers or consultants. In another context he explained that the increasing number of 
guest speakers, adjuncts or “clinical professors” aims at “complementing the standing faculty 
with practitioner knowledge.” (A5) In the case that the standing faculty could address both 
needs, there would actually be no need for complementing the faculty. 

When asking the professors how ABS makes its research available to the corporate world, 
several interviewees pointed out that ABS is able to integrate “the two worlds” and to 
facilitate the knowledge transfer (A2) via executive education and organizing conferences 
where business practitioners and academics come together (e.g. Interviewees A5, A3, A2). On 
the contrary, some answers suggest that M.B.A. courses, and particularly executive education, 
seem to be fairly disconnected from the research activities. With respect to ABS’ M.B.A. 
education, one interviewee explained 

“The education at the M.B.A. level I think is also fairly insulated ... For the 
most part much of the research that we are doing here, but also at other business 
schools, is still quite isolated from the immediate practical concerns of 
managers - although there is a demand for producing the impression of high 
relevance for the sake of the customer, you know, who is filling the seats.” (A3) 




170 



Organizational Responses to Institutional Pressures 



Not only M.B.A. classes seem to be rather “isolated” from the academic work. Interviewee A7 
expressed similar positions on the relationship between executive education and academic 
knowledge. He argued that “Executive education is probably the most demanding teaching 
context, and not everybody is willing or able to stand in front of executives” (A7). One could 
assume that those classes are difficult because executives are particularly advanced and 
demand very intellectual and challenging themes. However, the following statements suggest 
a different conception of executive education. The contents in executive education programs 
seem to be rather trivial and disconnected from the research projects of ABS’ tenured faculty. 
According to interviewee A7, executive education does not require profound academic 
knowledge. What seems to be of much greater importance is “that you understand how to 
deliver the product to someone in the business world, preferably in an entertaining fashion.“ 
(A7): 

“Generally speaking, executive education and research are not very connected 
... Executives are very demanding, but they are just not interested in it ... they 
are not going to be teachers or academics, they are business people. They are 
interested in theory to the extent that it can help them ... To be frank, all those 
theories we teach them are obvious. That’s why they are practical. There are not 
a whole lot of them to be discovered ... It may be that for some people, 
teaching a certain kind of class is more in line with their research than for 
others. I teach mostly the M.B.A. classes and some executives. And that stuff I 
can talk about in my sleep. And it doesn’t have a lot to do with my research.” 

(A7) 

That MBA and executive education classes seem to be rather “isolated” or “disconnected” 
raises doubts about earlier statements on an apparently easy transfer of research activities to 
the business community. Interviewee A7 expresses the view that these two spheres are rather 
detached and cannot be easily reconciled. Interviewee A3, too, expressed seriops concerns 
about addressing academic and practitioner constituencies simultaneously. He explained that 
ABS is merely producing some kind of a facade structure in order to satisfy the expectations 
of external audiences. It would be sufficient “to produce the impression” of high relevance: 

“That question of how we combine demands for relevance with our research is 
a difficult issue. I would say it is sufficient that we pretend to be practically 
relevant.” (A3) 
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The divergent opinions on the central issue of integrating practical and academic demands call 
attention to the business school’s central dilemma of reconciling the external image (how do 
external audiences believe business schools are supposed to look like?) with their activity 
structure. The statement that ABS is merely pretending to correspond to constituency 
expectations does not only display a certain degree of cynicism, but indicates that it is more 
difficult to reconcile external demands with the internal activity structure than it is often 
assumed. When organizations are confronted with inconsistent demands that cannot easily be 
reconciled with the internal demands for efficiency, university leadership and faculty members 
may only initiate changes on the level of talk, while the actual work activities have not been 
changed. This observation is consistent with what Brunsson (1993, 1989) calls “organizational 
hypocrisy.” When organizations want to maintain legitimacy and secure resources, the 
organization may separate ideas and talk that address external constituencies from actions. It 
should not be surprising that similar patterns are found among business school professors. 

(2) Decoupling the academic from the advice-giving context. It is usually expected by 
external stakeholders that top-tier business schools produce groundbreaking research results 
that are disseminated to the students in the classroom or to the business community via 
consulting services. The above statements indicate, however, that the notion of a direct 
knowledge transfer between academia and business practice is much more difficult. There are 
empirical indications that ABS minimizes the frictions between these two contexts by 
loosening or even decoupling the organizational core (research) from the teaching and 
consulting context. 

Several professors argued that ABS deals with the dilemma principally by allowing faculty 
to focus on those activities which they can do best, thereby disconnecting the teaching and 
research context to some extent. It seems to be quite common among ABS’ standing faculty 
that some professors focus on Ph.D.-level classes, while others prefer executive or M.B.A, 
classes, and still others only do research or consulting: 

“Our professors meet that teaching load differently. Some focus on 
undergraduate teaching, some focus on M.B.A. teaching, some on doctoral 
teaching, executive teaching, executive M.B.A. teaching - so there are different 
ways to meet your loads ... Different professors have different profiles, 
different interests and expertise.” (A2) 

Similarly, another professor explained: 

“We allow individual portfolios to differ. So we have some people who do 
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more teaching for us and we have some people who do more research.” (Al) 

The tendency to loosen the teaching function, especially the M.B.A. and executive education 
classes, from the research function has been reinforced by the new trend to increase the 
portion of non-tenured faculty. In recent years, ABS has brought in a new type of non-tenured 
faculty, the so-called adjunct professors. These professors belong to the “associated faculty” 
and are sometimes also referred to as “practical professors” or “clinical professors.” They are 
hired for a specified period of time and do not conduct research. This development indicates 
that ABS has begun to ease a bit one basic principle of the research university — the integration 
of research into graduate programs. Adjuncts are valued for their substantial “real-world” 
experience and “customer orientation” and mainly teach M.B.A. and executive education 
classes. About one quarter of ABS’ faculty does not belong to the “standing faculty” and is 
thus only hired for teaching purposes. 

“What has happened over time is that, at least in the leading schools in the 
United States, more courses are taught by non-tenure track faculty. We don’t 
place the same research expectations on them i.e. we don’t expect them to 
publish. We employ them because they teach well and because they get 
reactions in the classroom. We also use a lot of visiting faculty members, there 
are many from Europe who teach in U.S. universities.” (Al) 

Another professor stated; 

“We have also a few ‘practice professors’. The practice professorships are 
designed to attract people from the world of practice, either from the business 
world or from government. They come to ABS for a specified period of time of 
5 years, and they interact with other faculty. Everyone in the standing faculty is 
expected to do research with the exception of our so-called associated faculty, 
which are these adjunct professors and so on. They only teach. And they teach 
quite a lot.” (A2) 

Adjuncts often teach in executive and M.B.A. programs, both of which are characterized by a 
strong emphasis on practical matters. Students in these classes worked several years in 
business practice before they enter these programs. Therefore, their “tolerance for too much 
theory is limited” (A7). One interviewee argued that the secret of executive education 
programs is “to achieve a balance between conceptual theory and practical application.” (A8) 
He stated that ABS achieves this balance by 
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“Juxtaposing different professors with different abilities: there are only very 
few professors who are able to struggle with both worlds, who are strong on the 
academic side and who are also able to entertain executives and deliver 
practical and solution-oriented knowledge.” (A8) 

The expression “juxtaposing” indicates that it is difficult to amalgamate research with the 
demands of practitioners. Given the lack of competent scholars who possess both practical and 
entertainment skills, the school mixes professors with different backgrounds and skills in order 
to satisfy executives’ expectations for relevance and “entertainment.” 

An analysis of the personnel selection for executive education supports the assumption that 
the teaching and research contexts are partly decoupled. Although the majority of ABS’ 
faculty is on tenure track (75%), they constitute only half of the faculty providing executive 
education that has been described as highly practically oriented. The other half teaching 
executives consists of business practitioners and adjunct faculty who are not active in the 
research context. Table 20 ABS’ division of labor with respect to executive education in 
management and leadership. 



Table 20: Faculty Profile for Executive Education in Management & Leadership 



1 8 Executive Courses in 
Leadership and Management 
in Fall 2003 are taught by. . .. 


12 professors from the Standing 
Faculty (full, assistant, and associate 
professors) and 


12 adjunct professors and/or 
lecturers 


In Relation: 


Around 75% of ABS’ faculty 
belongs to the standing faculty 
(tenure) 


Around 25% of ABS’ faculty 
belongs to the associated faculty 
(non-tenure) 



Source: ABS University Homepage; 2003-10-07 



Based on the theoretical considerations and the literature, it was expected that the activity 
structure is dominated by the academic culture. While there is also a far developed advice- 
giving culture at ABS, which, as will be shown later, is much more cultivated than in the other 
two countries, these activities are still located in the periphery of the business school. There 
are also differences in the reputation between the research oriented tenured professors and the 
practitioner oriented adjunct professors. Reputation is mainly attributed to the faculty 
operating in the academic context. In contrast, the status of practitioners, adjuncts and other 
faculty members who are not on tenure track seems to be inferior, albeit their importance for 
the school seems to be currently under change — at least on the level of talk. This is reflected in 
the following citation: 

“I think there is more of an attempt to treat them better. So there is this title 
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called clinical professor. It’s an attempt to get them some sense of recognition 
in the faculty - that they are not just a kind of temporary employee but a person 
that’s part of the organization. Otherwise it’s kind of silly. You want people 
with diverse types of skills; at least that’s how most organizations work. 
Universities are such a perverse place: to a degree there is a big hierarchy 
between the faculty and the non-faculty. It’s not a good thing - it’s much better 
to recognize how people contribute value to the organization.” (A7) 

Up to this point it seems that ABS manages to meet the contradicting expectations for 
practical relevance on the one hand and academic rigor on the other hand by partially 
decoupling the teaching activities, particularly on the M.B.A. and executive level, from the 
research activities. Thereby, the school is able to buffer the organizational core, which is 
primarily based on the research imperative, from external demands for relevance and actuality. 
It is important to point out that the internal division of labor seems to be much more 
differentiated than it is often communicated to external audiences. External audiences often 
take for granted that the course contents are derived from the research results, which are 
transmitted to the students and will produce vocational skills, at least in the long run. In 
contrast, the present results suggest that the operating core of the university, the academic 
side, which still governs ABS’ underlying value system, seems to be only loosely coupled 
with the training function of the school. 

To be able to buffer the research context from the practical or “advice giving” (March and 
Sutton 1997) context, a certain amount of organizational slack is necessary, which helps the 
school disguising that it cannot conform to the “two worlds” simultaneously. Organizational 
slack can be generated by financial resources that are used for bolstering the department 
equipment with personnel and technical infrastructure. But also professorial autonomy and 
departmental organization creates slack to permit variation in how much teaching and advising 
is honored (Cuban 1999; 194). 

When sufficient resources are available, business schools can invest and select strategies 
that impress several constituencies simultaneously, while schools with less resources can only 
invest in a particular profile which may impress only one constituency and not the others (e.g, 
D’Aveni 1996). Due to the school’s comparatively large endowments and financial resources, 
ABS seems to be able to more flexibly respond to a diverse range of external expectations. A 
large faculty with diverse competences is more responsive to satisfying different demands. 
The large size of the ABS faculty makes it easier to obscure that some faculty members 
specialize in teaching executives and M.B.A.s, while others specialize in research. This 
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strategy corresponds to Oliver’s (1991) strategy of concealment, with which organizations 
disguise their non-conformity to institutional expectations. For external audiences it remains 
thus largely opaque who is doing what, and the picture can be maintained that the school 
produces deep knowledge about business firms, which is then disseminated to students and 
executives. 

“ABS is very large. We have a great many talents in our school. So some 
people focus more on research and others prefer teaching executives or doing 
consulting.” (A5) 

In summary, it seems that the ABS is successful in simultaneously satisfying practitioner’s as 
well as academic’s demands. On the level of the formal organizational structures, ABS is quite 
successful in signaling practical relevance and actuality to its constituencies, which is reflected 
in the various initiatives launched over recent years, including the introduction of teaching 
awards, new research centers, conferences, practice professors, adjunct faculty with excellent 
teaching skills, new teaching technologies, or novel study programs (e.g. the new Ph.D. 
program in business ethics). 

On the level of the activity structure ABS has institutionalized two cultures, an academic 
and an advice-giving culture, with each corresponding to a different group of stakeholders. 
One culture, which basically constitutes the organizational core, consists of very renowned 
academics, which are usually those professors who are on the tenure track. These researchers 
tend to be less engaged in teaching executive education or M.B.A. classes. Besides the strong 
academic culture of ABS’ standing faculty, a second culture has been established, which 
focuses more on practitioner issues, and can therefore be attributed to the “advice-giving 
culture” (March and Sutton 1997). The advice-giving culture is rather located at the school’s 
organizational periphery. ABS’ advice-givers tell executives how they can improve the 
performance of their business firms, who are engaged in consulting, or who teach in ABS’ 
flagship program, the M.B.A. program. In many cases, these advice givers belong to the 
adjunct faculty, who are decoupled from the research context. There are, however, some 
exceptions. In the Marketing Department, for example, a comparatively large percentage of 
tenured professors is also active in executive education. But in other disciplines, such as 
management, there are some indications that those who chose the research path are less 
involved in practical matters and vice versa. 

On the whole, these two cultures seem to be neither fully intertwined (as it is often assumed 
by outside stakeholders) nor are they completely decoupled from one another. March and 
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Sutton, (1997) talk about a semipermeable membrane, which connects these “two worlds” to 
some extent. In fact, it remains in the dark how these two cultures influence each other. On the 
one hand, some interviews revealed that a division of labor prevails at ABS’ in which research 
is at least partly decoupled from the teaching and consulting context. On the other hand side, 
some professors explained that they receive valuable input for their research projects while 
discussing with M.B.A. students. The connection between these two worlds however is 
fraught with friction. Even those professors who were of the opinion that there is no conflict in 
managing stakeholder demands and demands for academic rigor did not doubt that there are 
“two worlds.” However, the existence of “two worlds” does not become visible to outside 
constituencies. 

8.2 The Case of a German Top Tier Business School 

8.2.1 Background 

In contrast to the American case organization, the German business school (GBS) is a public 
and state-run university. GBS Funding comes almost exclusively out of an annual state 
budget, and the university is subordinated to the ministry of education and research. The 
selected institution belongs to one of the biggest departments of business administration in the 
country. In the winter term 2003/04, 9513 students studied at GBS, while more than 60,000 
students were enrolled at the whole university. In winter semester 2003/2004, 813 students 
were accepted to begin their course of study at GBS.‘°° With a utilization ration of more than 
300%, the parent university has the biggest overload quota in the Federal Republic. 

The development of the teaching staff followed the development of student body, with 
certain variations. Whereas in the 1950s, one professor supervised around 40 students, in the 
1970s one professor took charge of 70 students. In 1985, the student/professor ratio was 91:1, 
while in 1997 this ratio even increased to 117:1. In comparison, the average student/professor 
ratio at German universities is 55:1, In winter term 2003/2004, GBS included 19 business 
administration seminars, chairs and professorships staffed with a total of 17 full professors and 
4 private docents. 

In summer semester 2003, the selected German business school offered fourteen study 
programs, including business administration, economics, social sciences, economics with 
concentration in the social sciences, commercial teacher training, information management, 
and several programs focusing on specific business specialties. In addition, GBS provides 
several teacher training programs in economics and business administration, social sciences, 

GBS University homepage; 2003-1 1-17 
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and in the business specialties. Despite the wide array of possible course specializations, GBS’ 
faculty is essentially a department for business administration: Almost two-thirds of the GBS- 
graduates receive their diploma in business administration (Staufenbiel et al. 1995). 

8.2.2 The Development of Professorships 

As with the American case business school, a four- way analysis is used to analyze how GBS 
has changed the designations of its academic chairs. The results are depicted in Figure 16. 
Figure 16: The Development of Professorships in Business Administration at GBS 




1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2003 
■ Practica I/Bus iness DAcademicy Business 



Source: GBS - Vorlesungsverzeichnisse 1950-2000 

In contrast to ABS, GBS did not integrate non-business professorships into the faculty. 
Although the old Handelshochschule had six non-business professorships in the faculty (e.g. 
French, geography, and history), these chairs were incorporated into the department of 
philosophy when the old Handelshochschule was transformed into a university. While in the 
1950s, branch-oriented chair designations dominated, the number of functionally-oriented 
chairs increased over the years. Today, chairs in the functional business subjects exceed the 
number of branch-oriented chairs. The majority of the branch-based chairs are as old as the 
university itself and few changes have been made over the last decades. Most chair 
designations are composed of two parts, the first being “business administration” in general, 
and the second being a business specialty. 

The exclusion of non-business subjects as well as the increase of functionally-oriented 
professorships indicates that business administration was well on the way to develop its own 
disciplinary identity by isolating itself from those subjects that no longer fit into the emerging 
scientific field. As was suggested, professorships in the business functions can be interpreted 
as an indicator of an increasing scientific orientation. Figure 16 implies that the GBS initially 
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attempted to build up the discipline on the grounds of business practice, which is reflected in 
the close affiliation with specific branches of industry. Over the years, the division of labor 
shifted toward the business functions as the dominant pattern of structuring. It can be 
suggested that the discipline became more abstract and structured its problems around 
different business functions, which aimed at gaining a broader understanding of business 
organization across different business settings. 

In contrast to the American case, GBS eliminated non-business professorships 40 years 
earlier, which supports the notion that the scientification of business administration in the 
three selected cases started at first in Germany (see also Chapter 3.2). This may be attributable 
to the strong scientific orientation of German universities in the 19th and early 20th centuries. 
Given the institutional developments at GBS, it can also be proposed that along with its 
transformation into a university, GBS needed to demonstrate that it belonged to the world of 
academia and thus differentiated itself from other educational institutions that typically offered 
a broad range of subjects in their curricula, such as the existing commercial schools. 

This shift toward academia is also reflected in the course materials, which changed 
considerably over time. While it was common during the first years of the business school’s 
existence to use course material from the commercial schools or employ teachers from 
secondary commercial schools, the second generation of GBS’ business professors abandoned 
these practices, because they feared that the academic atmosphere would be diluted. As 
Schmalenbach noted, . .the textbook for a commercial school must be entirely different from 
one for a business school” (cited in Locke 1984: 211). Within a few years, the newly 
established GBS stressed research, with a view to giving the students an intellectual schooling 
of mind rather than teaching them practical skills. A sharp distinction therefore developed 
between the educational mission of an academic management education at a university and 
that of secondary commercial schools. Schmalenbach had set the goal: “We want to educate 
the entrepreneur in the business school, not the simple merchant but the top men in economic 
life... To educate the entrepreneur does not mean to fill his head with information. The 
essential task is this: to impart to him the entrepreneurial way of thinking in the best sense of 
the word” (cited in Locke 1984: 209). 

Another explanation for the growing orientation towards a functional division of business 
administration particularly since the 1970s includes the influences from foreign research 
traditions, particularly from the United States. Along with the development of its own 
academic discipline and the spread of business schools throughout the world, an academic 
community emerged that was not limited to a single national context. Researchers increasingly 
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communicated across borders on specific research questions, thereby blending foreign 
research traditions and styles with the German Betriebswirtschaftslehre tradition. Especially 
since the 1970s the growing influence from the American research context (e.g. Pieper 1990), 
which is basically structured by business functions (e.g. Friga et al. 2003: 236), serves as an 
alternative explanation for the decreasing focus on branches. 

8.2.3 Institutional Pressures from the Business School Environment 
Over the last decade, a number of major environmental and institutional changes have exerted 
pressure on GBS. Pressures for change include the coping with a tremendous capacity 
overload due to increasing student numbers and fierce competition for financial resources. 
While the influence from business practitioners and students is generally perceived as weak, 
the GBS faculty recognized a trend to become more scientific, a growing pressure for 
publishing in international research journals, and a growing internationalization of the German 
business schools and business research. 

(1) Funding. As several interviewees pointed out, GBS has felt the effects of the 
increasingly strained financial conditions at the school in relation to the incoming student 
numbers. In the last two decades student numbers grew steadily, while the size of the faculty 
body remained constant or even decreased. Between 1990 and 2002, the number of C4, C3, 
and C2 professorships (without medical institutions) decreased by 7,7%.'°^ During the 1950s, 
each professor supervised around 40 students at GBS; in 1980, each professor was in charge of 
90 students, while in the winter term 2002/2003, 126 students accounted for a single 
professor. As a consequence, the average workload of the faculty steadily increased. Many 
professors therefore expressed resentment about the poor study conditions for business 
students at GBS: 

“Our biggest challenge in recent decades is the fierce competition for resources. 

We suffered and still suffer from high student numbers while at the same time 
the financial funding declines more and more.” (B4) 

And another professor argued: 

The average workload of our faculty has become immense over the years. 

In this respect, we lag far behind the private institutions, such as the WHU, 
which prepare 300 students very intensively. Unfortunately, we are not allowed 
to restrict student numbers and to select the student ourselves.” (Bl) 

GBS University Homepage; 2003-12-03. 

GBS University Homepage; 2003-12-03 




180 



Organizational Responses to Institutional Pressures 



In contrast to the American case business school, GBS has little control over its total size or 
the size and balance over its departments. Despite the enormous growth in enrollment, public 
expenditure (in real prices) hardly increased. Due to the precarious financial situation in which 
GBS finds itself, the majority of the interviewed professors perceived a growing influence of 
the Government. As GBS is a public university subordinate to the ministry of education and 
science, important strategic decisions remain in the hands of the government. Its autonomy is 
limited through the many different laws regulating its procedures regarding the creation of 
new positions, the introduction of new study programs, the size and quality of the student 
body, library resources, technological equipment etc. GBS is therefore dependent on the 
intentions and goals of the ministry and the government for reforming these laws. When asked 
which constituencies could gain influence over recent years, several interviewees shared the 
opinion that the state became more dominant: 

“The influence from the state has increased significantly over recent years, in 
contrast to official claims from policy makers that higher education institutions 
will be given more autonomy. The increasing state influence became 
particularly apparent with the increasing financial restrictions.” (Bl) 

Another professor commented: 

‘T would say that GBS, too, has had severe problems with evading the 
increasing state influence. Over recent years, state influence has become 
increasingly stronger. But in fact, due to the closed community we have here at 
GBS, I think the state influence is still not as strong as at other institutions of 
higher education.” (B2) 

(2) Changes in the influence of the business community and students. While the state and 
the group of university professors are perceived as the most influential constituencies of GBS, 
the impact of the business community on the school’s operations is generally perceived as 
weak. When asked whether the demands of the business community have changed in the past 
20 years, the interviewees’ answers were astonishingly homogenous. Seven of the eight 
interviewees did not perceive a change in the demand of business practitioners. In contrast to 
ABS, it seems that business practitioners basically have no bearing on GBS. 

Only one professor explained that the impact of the business community has increased and 
that it has become more important over recent years to address practical issues in research. He 
also pointed out that he is one of the few business professors of the GBS-faculty who 
addresses practical matters in his research, while the majority of his colleagues would prefer to 
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work only theoretically and build abstract models in their scientific work. He explained further 
that only a very few professors at GBS are interested in acquiring funds from the European 
Union. Funds from the E.U. are only granted if the practical relevance of the research proposal 
is clearly addressed. This would be the reason, according to interviewee B2, that the majority 
of the GBS-faculty members are not interested in this kind of funding. He stated, 

“My subject is a very applied subject. I have always worked closely with 
businesses; they provide us with the constructive problems we work on. And 
this was also one reason why our institute could at that time acquire a lot of 
research funds from the European Community ... Our faculty consist of 55 
professors, and only one other professor and myself were interested in these 
applied research problems. The rest of our department is not interested in 
applied science and does not care about obtaining research funds from the 
European Union!” (B2) 

As to whether the student attitude toward higher management education has changed over the 
past years, one respondent explained that “student expectations did basically not change. 
Rather, the influence has decreased compared to the 1970s.” (Bl) When asked which effect of 
university rankings have on the GBS’ operations, the answers were again rather homogeneous. 
The interview material revealed that these rankings basically did not affect the department’s 
activity structure. The professors agreed that the rankings are sometimes “nice to look at” and 
sometimes not, but in general, they are not considered as having any influence on the 
university. One professor explained, “These rankings — I do not know anybody who is 
seriously concerned about these questionable rankings... They don’t affect us. We pile on the 
pressure ourselves.” (B8) 

(3) Changes in the scientific community. Many interviewees identified the trend to become 
more scientific as one of the biggest changes currently taking place at GBS. The professor 
emeritus argued that only a small part of the business faculty is interested in practical issues, 
while the majority, particularly the younger generation, would prefer theory. He explained: 

“At GBS, many professors are solely interested in theory, although students call 
for a more practice-oriented education. Most of the current research activities at 
GBS are too scientific in my opinion ... The older generations were always 
rather practice-oriented. The younger generation is much more scientific. And 
this also has to do with the considerable competition between management 
scientists and economists at our faculty. Many of my colleagues completed a 
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vocational training course. We have experienced business reality! But the 
younger professors tend to focus on abstract models.” (B4) 

The statement of the professor emeritus also suggests that the increasing scientification may 
have been triggered and reinforced by the competition among professors of economics versus 
business administration professors at GBS. A look at the historical development of the 
discipline of business administration suggests that the relationship between business 
administration and economics has not always been harmonious, and some authors argue that 
the relationship is still fraught with problems. According to Schneider (2002: 45), until today 
some claim that because economists investigate issues that affect the economy as a whole, 
their discipline would take on a higher intellectual stance than the discipline of business 
administration which “only” deals with single private businesses. Historically, it seems 
therefore understandable that German business administration seeks to maintain status as an 
academic discipline by increasingly focusing on methods, specialization, mathematical 
modeling, or integration of economic theories into business administration. Since business and 
economics professors at GBS work under the same roof, the competition for resources and 
prestige among faculty members also helps to explain the increasing theoretical orientation of 
the business section as perceived by the interviewees. 

When asked whether the importance of research has changed over recent years, the 
interviewees basically agreed that the importance of research is growing at GBS. Since the late 
1990s, the department began feeling pressure to publish articles in international scientific 
journals, preferably in the so-called “A” journal. 

“An important trend I observed in recent years is the growing emphasis on 
research quality. More recently, I would say, our education became more 
theoretical, especially because of the growing debate about the integration of 
microeconomics into business administration.” (B8) 

The stronger focus on research at the GBS-Faculty seems to be inconsistent with the call for 
increased practical relevance and more focus on occupational skills expressed by many 
constituencies, including policy makers, business recruiters, and students at business schools. 
In spite of this, all interviewees confirm that research plays a central role at GBS and that the 
research focus has become even stronger in recent years. One professor explained: 

“If you apply for a professorship, you need to have published in international 
journals. At GBS, particular attention is paid to the number of articles in the 
best journals of the particular discipline. That has become the most important 
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criterion - also at other top-tier schools in Germany ” (B5) 

Also with respect to the funding, it became increasingly important in the past, according to 
interviewee Bl, “to assess how often the school appeared in the citation index, how many 
publications were produced per head and the like.” While the German publication tradition 
also stressed monographs and book articles, “this form of scientific work tends to become 
increasingly outdated and also less valuable,” as interviewee Bl stated. However, the 
development to publish in the internationally recognized “A” journals is not without 
controversy: 

“The sources of recognition have changed over recent years: Today, our 
evaluation criteria are increasingly directed towards publications in 
international journals, particularly the ‘A’ journals. This has in fact changed in 
the late 1990s. I also think this is to some extent an erroneous trend, because 
some very good, highly qualified publications in German journals simply do not 
count that much.” (Bl) 

Along with the trend to publish in internationally recognized journals, the German 
Betriebswirtschaftslehre tradition becomes increasingly shaped by international standards of 
management research, particularly from the North American context. Similar results were 
obtained in the citation analysis conducted by Gmiir and Thomae (2002). They found that over 
recent years, German organization theory has become increasingly oriented toward the North 
American research context (see also Chapter 3.2). The increasing orientation of GBS to the 
U.S. research context has also been reinforced by the fact that GBS’ faculty is currently 
undergoing a generation change. A professor emeritus commented: 

“In recent years, the old branch-based subjects, like insurance or industry, have 
disappeared more and more and the theorists have gained ground. The 
functionally based subjects increasingly dominate the division of labor among 
the faculty, and this goes hand in hand with an increasing Americanization of 
the old Betriebswirtschaft”. (B4) 

Finally, the interview material indicates a growing pressure to adopt educational structures and 
patterns from the Anglo-American model , e.g. by integrating Master’s and Bachelor’s study 
programs into the exiting diploma and state examination system. However, the trend towards a 
growing “Americanization” of German business schools is not without controversy. Some 
interviewees question whether it fits the German tradition of higher management education. 
Interviewee B3 voiced concern 
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the pseudo- Americanization, which results from the introduction of Master 
and Bachelor study programs, can lead to unanticipated problems. Students 
would benefit more if they learnt to understand relationships and obtained a 
holistic education instead of hopping from one course to another in order to 
accumulate sufficient credit points.” (B3) 

8.2.4 Organizational Responses 

Organizational responses to environmental challenges at GBS have been driven by budgetary 
limitations. When resources are limited, universities may have to select investments and 
strategies that satisfy one constituency but not the others. The relatively limited scope of 
strategic action for German state universities and the increasing ministerial control as 
perceived by the interviewees indicates that there is little room for endogenous organizational 
change. 

The following interviews suggest that GBS is located in a context that allows the school to 
partially ignore constituency demands. In comparison to the case of the American business 
school, the dependence on external constituencies is not as strong at GBS. For instance, the 
dependence on student demands is much weaker. GBS is confronted with an oversupply of 
students; the school cannot select its own students and it does not receive financial 
contributions from the students in the form of tuition. This means that at GBS, the ignorance 
of student demands has far less consequences than was the case at ABS. Oliver’s (1991) 
strategy of ignoring institutional demands can therefore be observed at GBS. In contrast to the 
American case, students at GBS are not treated as customers. At GBS, the students have to 
adapt and not vice versa. Accreditation agencies, media, and partially employers also have a 
much weaker influence on the school and can be ignored as well, at least to a greater extent 
than at ABS. This becomes clear when putting the perspective on the media rankings, which 
have given the whole business school scenery in the United States a shake-up. In contrast, the 
media rankings were rather a target of ridicule among members of the GBS. 

As was the case at American business school, GBS also places particular emphasis on the 
research function. This view finds support in the strong focus on academic values pointed out 
by all interviewees in the previous section. The interview material suggests that academic 
values seem to be deep-seated in the belief systems and frames of reference of GBS. Several 
interviewees emphasized the long history of the department that has generated a number of 
well known researchers. Their names considerably shaped the department’s cultures and still 
provide an important part of the identity of the group. Some renowned researchers at GBS 
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made the school a prominent research institution, which explains why the strong and 
distinctive research-oriented identity and culture of the department persist. 

This strong identity may also help to explain why the answers of the eight professors were 
comparatively homogeneous throughout the interviews. The high consistency of the interview 
results supports the notion of a strong set of widely shared beliefs and assumptions prevailing 
among members of GBS. GBS has developed a collective understanding, or an “organizational 
saga” (Clark 1972), about its past and identity, which helps to stabilize constituency 
impressions even in times of deteriorating study conditions. Despite the considerable 
disadvantages involved in studying at a “mass university,” GBS did not suffer losses in 
student applications, and recruiters still tend to appreciate degree holders from their school. 
Over the long history of GBS, the school has been successful in managing and stabilizing its 
reputation and constituency impression that helps to buffer the department, at least partially, 
from the vagaries of the outside environment. 

The development of a shared identity or organizational saga within GBS is also supported 
by the widely shared understanding that research plays a key role and that this has basically 
not changed over the last decades. One professor stated that the criteria for appointment have 
always focused on science and this did basically not change: 

“I think the conservative forces at GBS are very strong, also among the newly 

appointed professors.” (B2) 

Young faculty members seem to exhibit similar values and behaviors as their older colleagues, 
which may be the result of recruitment patterns that perpetuate the dominance of the existing 
norms and values of the organization. This pattern can be interpreted as normative 
isomorphism. From a status-based approach to business schools, GBS engaged in a process of 
“homosocial reproduction.” It was suggested in the theory chapter that organizational 
members sometimes engage in homosocial reproduction by hiring individuals similar to 
themselves in social status and background, especially those with schooling that encourages 
values similar to their own (see also D’Aveni 1996). 

GBS exhibits a similar pattern, indicating homosocial reproduction of faculty members (see 
Table 21). Eighteen of twenty seminar directors or chair holders of business administration 
published their curriculum vitae on the internet. An analysis of their occupational and 
academic careers revealed that 61% of the professors studied and earned their doctorate either 
at the University of Cologne or at the University of Mannheim. Other popular universities 
attended by GBS-faculty include technical universities, such as the TU Berlin or TU Karlsruhe 
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as well as other older universities, such as Munster, Bonn, or Gottingen. Considering that 
business administration is offered by more than 70 universities in Germany, the uniform 
backgrounds of GBS-faculty members is remarkable and supports the notion of homosocial 
reproduction. Given the rather homogeneous profile of the GBS-faculty, it can be proposed 
that chair holders are trained at schools with high status and may therefore tend to appoint 
other faculty members from universities with a similar level and type of status. If this process 
is occurring, as D’Aveni (1996) points out, the level and type of the university’s status would 
contribute to the stability of status hierarchies among business schools. 

Table 21: Pattern of “Homosocial Reproduction” 



Professorship 


Ph.D. 


Banking 


University of Cologne 


Finance 


University of Mannheim 


Distribution 


TU Berlin 


Marketing 


University of Mannheim 


Media Management 


University of Cologne 


Organization 


University of Cologne 


Planning/Logistics 


University of Munster 


Taxation 


University of Cologne 


Controlling 


University of Mannheim 


Auditing 


University of Bonn 


Product Policy 


University of Cologne 


Health Care 


TU Karlsruhe 


Operations Research 


TU Berlin 


Risk Management 


University of Mannheim 


Cooperative Societies 


University of the Federal Armed Forces 
Hamburg 

University of Bochum 


Information 

Management 


University of Cologne 
University of Cologne 


D 18 Professors 


7 professors received their Ph.D. from 
Cologne 

4 professors received their Ph.D. from 
Mannheim 



Source: Own 

The advantages involved in working in organizations with a strong culture is that it easier to 
behave and little formal control is required. Cultural norms and beliefs lie at the heart of the 
organization and its members, and therefore there is less need to control the members’ 
compliance with the organizational goals and purposes (Schreyogg 1999). With respect to 
GBS, one professor noted that a very stable order prevails and that it is very difficult to break 
the ranks: 

“At GBS it is very easy to behave. If one violates the rules, you can be sure that 
it will be pointed out, for instance, if the grades are too high. Another good 
thing here is that once you are professor, you are free to do what you want. So 
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that no formal control is imposed on the faculty members or so ... nobody is 
allowed to step out of line. We have, for example, a very short time limit for 
reading dissertations and habilitations. It is very disciplined here. So that’s a 
very good thing here at the department - such processes are not slowed down as 
I have seen at other universities.” (B2) 

The disadvantage of strong organizational cultures is that they are slow to change. As many 
organizational researchers point out, a strong corporate culture can prove a strong impediment 
to change (e.g. Schein 1992, Schreyogg, 1999). Organizational members often fear losing the 
security and the group feeling that shaped the organization prior to the change process. On the 
other hand, organizations that are more resistant to change tend to be less vulnerable to 
produce faddish responses and interpretations of the environment (e.g. Weick 1976). On the 
question of why GBS has yet to create a chair in “e-commerce” or “business ethics,” one 
professor stated: 

“I believe what we try to avoid here is faddishness. I think we don’t need to 
integrate every subject that is currently ‘hip’ into our faculty structure and 
create a chair for it. Rather, we look to see if the subject can be covered by 
another chair e.g. we have integrated e-commerce into our marketing chair and 
institute. I think some designations at other business administration departments 
will fade away when its faddishness passes, such as e-commerce.” (B5) 

It seems that GBS does not respond immediately to every demand or expectations expressed 
by external constituencies. Instead, the faculty prefers to observe the development first and 
longer than comparable institutions before it decides to take action or not. This does not mean 
that GBS is resistant to change. Many interviewees emphasized that the school underwent vast 
changes in recent years. Several interviewees pointed out that the GBS’ core operations 
(teaching and research) have become much more international, which is reflected in the 
increasing orientation of research toward the American research context and the 
internationalization of study programs. Particularly with respect to the academic side it seems 
that the school has changed significantly by orienting its academic frame of reference to an 
international research context. Interviewees Bl, B5, and B8 pointed out that the biggest 
change currently taking place at GBS is the increasing internationalization of business 
research. The driving force behind this development is the scientific community. 

However, the increasing internationalization of business research at GBS does not mean that 
the formal organizational structures are adapted accordingly. On the level of the formal 




188 



Organizational Responses to Institutional Pressures 



structures, GBS seems to be slower in change than on the level of the activity structure. One 
such example is the introduction of a chair in entrepreneurship. Although several German 
universities and universities of applied science have adopted a chair or professorship in this 
field, GBS has yet to do so. The school has so far ignored institutional demands to correspond 
to the image of a “knowledge factory.” The interview material indicates that the question of 
establishing an entrepreneurship chair is not without controversy. Some faculty members 
argue that entrepreneurship is not yet an academic discipline and the schools should therefore 
not create a chair, at least not at this point in time. Others argued that entrepreneurship is a big 
issue at the moment and GBS needs to have an own professorship if it does not want to lose 
the promising students to other universities. 

Another reason for the conservative adoption behavior is that existing professors at GBS 
have already integrated thematic issues on entrepreneurship into their teaching and research 
activities. This supports the view that GBS has already changed on the activity structure, but 
not yet on the level of the formal organizational structures. This also supports the notion of the 
loose coupling of educational institutions. One professor commented, 

“One reason is that our colleagues partially integrated some entrepreneurship 
issues in their classes. And one thing is very important here: you are not 
allowed to create competition and conflict among colleagues. This means that 
the consistency and the demarcation of scientific fields needs to be clear. And 
this is of course more difficult when it comes to subjects like entrepreneurship, 
and this has increased tension among the faculty. Therefore, we are more 
careful and watch developments first before we act. Another thing is that the 
subject is very young and there are simply not that many good applicants who 
have a strong research record. Many professors here argue that entrepreneurship 
is just faddish stuff - what is it good for? . . . We made one attempt to fill a 
vacant entrepreneurship professorship, and both the two candidates we tried to 
recruit accepted another calling. Since we are a proud faculty we don’t like to 
make several attempts.” (B2) 

When asked how GBS satisfies students’ and recruiters’ demand for practical relevance in 
teaching and research, the interviewees repeatedly referred to the so-called An-Institutes. 
Their aim is to develop and promote interaction with the business community, to acquire funds 
from private firms and to conduct research projects in cooperation with companies. As early as 
1923, the first An-Institute was established. Several An-Institutes were founded in the 
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subsequent years. Most interviewees therefore underlined that the university-business relations 
were always close, with little changes having taken place in the past. One professor explained, 

“One of the biggest advantages of GBS is the close interaction with the 
business community. GBS has always excellently connected research with 
business co-operations, which is reflected in the countless number of An- 
Institutes.” (Bl) 

Another interviewee commented, 

“I think our An-Institutes are pretty unique. My chair, like many others, closely 
works together with businesses ... and they expect us to deliver a specific 
number of graduates every year, otherwise their interest in sponsoring us would 
quickly diminish.” (B3) 

Besides the close cooperation with business practice through the An-Institutes, the high 
numbers of guest speakers from the corporate world were pointed out as important means to 
satisfy student and business recruiters’ demands for practical relevance: 

“We have always had close connections to business practitioners; that has never 
been a problem. Practice has always been anchored within our department.” 

(B8) 

Concerning the question how the faculty combines the strong focus on research on the one 
hand side with the apparent practical education provided by the school and the An-Institutes: 

“This is a two-edged sword. Our teaching has definitely become more 
practically oriented; for example, we have a lot of guest speakers from the 
corporate world. Or we do practical exercises with the students, such as case 
studies. With respect to our research, I think the practical orientation is not so 
important for getting an article accepted in a scientific journal. And since we 
are evaluated on the basis of the number of articles in scientific journals, the 
practical orientation is only of minor importance.” (B3) 

These statements suggest that the requirements for getting an article accepted in a scientific 
journal do not coincide with what is required in the classroom. To satisfy demands for 
relevance and actuality, this professor separates his research activities from teaching by 
inviting speakers from the world of practice or teaching cases. It may be recalled that this 
image differs considerable from the official self-description of many universities and also 
from the image that prevails in society about how business schools ought to work, namely: 
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business schools employ professors who generate knowledge about business organizations, 
which can be transformed either into teaching contents or into consulting advice. The current 
interview material does not support this. Instead, there are some indications that the 
professor’s tasks are less interrelated than it is communicated. 

Similar to the US case, one professor stated that different and inconsistent stakeholder 
demands can best be satisfied via work specialization: 

“I think, if a professor at GBS has a sufficiently broad financial and personnel 
foundation at hand, he can use some employees for specific tasks and other 
employees for other tasks. You see, I need to express myself carefully. Some of 
our professors have comparatively many research assistants and doctoral 
students - that is a very large apparatus - so some assistants work in this field 
and others work in that field. The professor tries to achieve the best mixture 
possible to be present at both levels.” (B2) 

Faculty members may specialize either in more practical related matters or they choose the 
scientific path. As was the case at ABS, some statements suggest that GBS solves the conflict 
between the different demands of the university stakeholders by coupling the two contexts 
only loosely. At GBS, it proves useful if a chair is equipped with a high number of research 
assistants and lecturers, which can address the different needs more effectively by dividing 
practical and scientific tasks among chair members. This statement also indicates that 
practitioner-oriented activities are shifted to the Mittelbau, while the academic chair holders 
tend to be more active in the academic context. The professor emeritus observed two 
categories of professors at GBS: 

“One category says T don’t care about the teaching function; I am a theorist’, 
while others say: ‘We need to train our students and that needs to be directed to 
reality and not only to models’.” (B4) 

Another professor acknowledged, 

“Of course, people have their specialties. Some who are more focused on 
research are less concerned about practical issues. This has also to do with the 
particular subject they teach. The branch-oriented subjects used to be rather 
close to business practitioners . . . Others have sort of relaxed a bit with respect 
to publishing in international journals and may focus a little more on other 
things.” (B3) 
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A difference between the American and the German case is that ABS also hires additional, 
non-tenure track faculty, while GBS does not employ a comparable type of professors whose 
sole responsibility is to teach. 

Furthermore, the degree of work specialization seems to be limited at GBS due to a lack of 
organizational slack and the relatively weak faculty-student ratio. Considering the relatively 
low number of professors in relation to the student body, GBS seems to be less flexible in 
allowing faculty to specialize either in teaching or research. 

Given the high importance that was attributed to the role of the An-Institutes in the interplay 
between university and corporate world it was interesting to find out more about the activities 
of these institutions. A few An-Institutes had interesting names that looked as if they were 
passed down from another epoch, such as the “institute for automation research” or “institute 
for enterprise research.” When asking which role the institute for automation research plays at 
the department one respondent said: 

“Automation research? This is only a cost center and has no importance at all. 

There was also an institute for enterprise research/operations research . . . But 
that is also merely an administrative unit with a specific external effect but 
without content. Operations research at GBS is a marginal note, nothing more, 
and therefore a pure cost center.” (B8) 

This statement indicates that formal structure and activity structure are partly decoupled. 
Nevertheless, the An-Institutes are of central importance for GBS, which is reflected in the 
fact that all interviewees, when asked about the practitioner orientation, almost ritually pointed 
to this organizational unit. This supports the notion that the An-Institutes have also the 
function to meet external expectations on the level of the formal organizational structures. 
Usually, the chair holder is also the head of the An-Institutes and there is no additional staff 
recruited solely for the purpose of the An-Institutes. This unit is then used as formal platform 
to acquire third-party funds and to facilitate interaction between the school and business 
companies. 

Thus, also GBS makes use of its formal structures for buffering the organizational core from 
outside demands that are difficult to satisfy. The An-Institutes, which are not typical for a 
German state university, play an important role in this connection. Despite the fact that the 
interviewees frequently assured the important function of the An-Institutes, it does not seem 
that these institutions significantly shape the identity of GBS. They can be better described as 
“enclaves” or as rather marginal phenomena in the organization. These units are mainly formal 
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institutions, because they are usually managed by the chair holder and do not possess their 
own leadership. Thus, a formal structure is created that implies a direct utilization of academic 
management knowledge, thereby corresponding to the metaphor of a knowledge factory. An 
advice-giving culture, which is systematically anchored in the organization, as was the case at 
ABS, does not exist at the German case business school. Advice-giving activities (e.g. M.B.A. 
and executive education classes, consulting services) coordinated through a central 
organizational unit are lacking at GBS. 

As a result, the academic culture dominates even more at GBS, Interestingly, the dominance 
of the academic culture is currently increasing. The old generation of professors who were 
educated in the 1960s, at a time when German business schools were comparatively little 
academized, still emphasizes relatively strongly the practitioner-oriented context. In contrast, 
the young generation of scientists at GBS directs its activities primarily towards the rigorous 
standards of the international scientific community. Many interviewees confirmed that science 
plays a central role in the school’s activity structure. Traditions and academic values shape the 
identity of GBS’ faculty, which is reflected in the evaluation criteria for professorship 
appointments. It was proposed that GBS has developed an “organizational saga” displaying 
that research is key to the department’s identity. It seems that at best, GBS-faculty deals with 
practitioner demands on an individual basis: there are individual initiatives that can be 
attributed to the advice-giving context (e.g. the work of the professor who received funds from 
the European Community for his practical projects), but there are, with exception of the An- 
Institutes, no codified structures and routines that systematically address the satisfaction of 
practitioner demands. At GBS, the practical context moves along without being deeper 
reflected, while ABS has created structures and routines to deal consistently and in a 
routinized manner with practitioner demands. 

This difference between the two schools may be attributed to the fact that GBS is located in 
an environmental setting that can be characterized as less diverse and less inconsistent than 
that of ABS. The American business school has been permanently exposed to practitioner’s 
pressure and was thus required to handle practitioners’ demands in a routinized way. Due to 
the fact that GBS, like the majority of faculties of business administration at German 
universities, is not (yet) involved in highly practice-oriented contexts, such as executive 
education or M.B.A. programs, the advice-giving cultures is not very deep-seated at GBS. In 
turn, this is likely to result in a lower degree of conflicts when satisfying constituency 
impressions. 
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All in all, comparatively little endogenous organizational change efforts can be observed, 
even on the level of the formal organizational structures. Some interviewees even consider the 
non-adaptation as a factor contributing to the high reputation of GBS. 



8.3 The Case of a Swedish Business School 

8.3.1 Background 

As the other two selected cases, the Swedish business school (SBS) belongs to the most 
outstanding institutions for studying business administration in the countiy. Competition for 
admission is very high; less than 10% of the applicants are admitted. During 2001, 235 
students graduated. According to the school’s career center, 95% of the graduates found a job 
within 3 months; the most attractive jobs were management consulting and investment 
banking. 

The school employs a faculty of 40 full professorships in 2002, with around 85 assistant, 
associate, and adjunct professors. The department of business administration counts 19 full 
professorships, 8 acting professors, and 10 adjunct professors. There are also a niimber of 
intermediate positions as lecturers, docents, and researchers. Full professors at SBS usually 
have chaired professorships with tenure. A vacant chair can either be staffed by promoting a 
faculty member to professor or by opening it for competition. The development of faculty 
members in business administration at SBS is illustrated in Figure 17. 

Figure 17: Development of Academic Staff at SBS 



o 



o 

£ 

o 



u 

XI 



E 

ir. 



45 

40 

35 

30 

25 

20 

15 

10 

5 

0 




■ Adjunct (Non-Tenure) 

O Assistant/ Associate 
(Tenure-Track) 

■ Full Professors 



1949 1959 1969 1979 1989 1999 



Source: Based on SBS University Report (1999: 98-99) 

In 2003, the Swedish Business School (SBS) offered four major programs, including first 
degree programs (M.Sc., in Swedish the “civilekonom” degree), postgraduate programs, 
executive programs, and research programs. Each year, 10-20 students enroll in SBS’ four- 
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year program Ph.D. program, in which the first 2 years are spent in course work and the last 2 
in writing the dissertation. Besides the Ph.D. degree, SBS offers the intermediate licentiate 
degree, which can be completed during the third year of study. As of fall 2004, SBS also plans 
to provide a full-time M.B.A. program. 

Until the 1950s, private funds were essentially the only source of financing for SBS. In 
1954, however, the Government and SBS decided that the latter could receive financial 
support in exchange for a reduction of the student tuition. The financial support of the Swedish 
government amounted to around one-third of the total annual budget until the 1980s. This 
changed during the 1990s, when state budget declined to about 7.8% (in 2001-2002) of the 
annual SBS budget. The SBS Association granted about 15.9% of the school’s budget, mainly 
for providing and maintaining the basic infrastructure, the buildings and the first-degree 
program. Other major sources of income are external research funds (19.4% in 1998), and the 
executive education programs (47.2% in 2001-2002). The revenue distribution of SBS of the 
academic year 2001-2002 is depicted in Figure 18: 

Figure 18: Sources of Income of SBS (in %) 
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8.3.2 The Development of Professorships 

In the early years, SBS was equipped with only one chair in business administration until 
1933, when a second chair was established in marketing and distribution. In the following 
decades, additional professorships were established: the third in general business 
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administration was set up in 1946, when additional funds were provided by private businesses. 
In 1949, the City of Stockholm endowed a professorship in business administration with 
emphasis on public management, and in 1956, the Swedish Council for Personnel 
Administration provided funds for the first professorship in social psychology and personnel 
administration. Further psychological elements were introduced into business studies with the 
creation of the sixth professorship in the field of economic psychology. 

Until the beginning of the 1980s the number of professorships remained constant. In 1981 
and 1984, two additional professors were endowed by the business community, one by an 
auditing bureau and another one by a Swedish bank. Additional professorships were initiated 
in the late 1980s, one in information management and another in international management. 
The number of privately sponsored chairs increased further during the last decade. Between 
1994 and 2003, six additional professorships were established with the financial support of 
private industry. In Figure 19, SBS’ professorships are systematized again into the four- way 
analysis. 

Figure 19: Development of Professorships in Business Administration at SBS 
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Source: Own, based on Engwall 1992, supplemented with SBS University Reports 

In contrast to the American and the German case business schools, SBS organized its subject 
areas in a distinct pattern. As Figure 19 shows, professorships in Sweden are mainly structured 
around functional areas, while only one professorship can be attributed to the practical or 
branch-based differentiation. What distinguishes SBS from the two other cases is the relatively 
high degree of specialization of the designations. Instead of establishing a chair or 
professorship in “entrepreneurship,” SBS has named its equivalent position “Entrepreneurship 
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and Business Creation.” Other examples of specialized designations are “Professor of 
Innovation Processes and Production Strategy ” “Professor of Business Administration and 
Computer-based Applications of Economic Theory,” and “Professor of Business 
Administration and Management Control Systems.” 

The empirical evidence from the interview material as well as the self-descriptions obtained 
from brochures and the Web pages of SBS suggest several explanations for this high degree of 
specialization of designations. One reason is that, in contrast to other Swedish higher- 
education institutions, SBS can appoint faculty members by recruiting qualified candidates 
who made a name for themselves in their discipline. If the top candidate agrees and is also 
accepted by the appointment committee, the designation tends to be adapted to specific 
research interests and backgrounds of the appointed professor. 

A second reason for the increasing specialization of professorship designations may be 
connected with the growing specialization of the field of management studies. As the 
discipline matures, the field increasingly focuses on more specialized problems, which would 
help to explain the high degree of differentiation of chair designations. However, this does not 
explain why many other schools did not give their chairs highly specialized designations. 

A third reason for the high specialization of designations can be attributed to the growing 
dependence on private funds of the corporate world, which increasingly sponsors 
professorships at SBS. When a company or a private person decides to donate money to the 
school in order to create a new chair, they typically have an idea for the kind of subject or field 
they want to spend the donation. The final designation is often the outcome of a long 
negotiation process between professors on the one hand and donator on the other. As several 
interviewees pointed out, faculty usually prefers a designation that is as general as possible 
while the donators favor rather specific names that somehow refer to the sponsoring 
organization. Considering the increasing number of specialized designations in recent years, it 
can be proposed that SBS has become more market-driven in recent years. 

8.3.3 Institutional Pressures from the Business School Environment 
SBS is considered one of Sweden’s premier institution of higher management education, and it 
consistently ranks among the best institutions in Europe (Baden-Fuller et al. 2000). Despite 
the excellent status the school has always enjoyed in the country, it became clear during 
interviews that SBS faces an increasingly turbulent business school environment. In recent 
years, the Swedish case business school has felt the effects of an increasing reliance on private 
funding and revenues from its executive education programs and an increasing pressure to be 
ranked in the Financial Times. 
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(1) Changes in the influence from the business community. When asked whether the 
impact of the business community has changed in recent years, the interview results proved 
ambiguous. Some professors stated that business companies are more and more determining 
not only academic chairs but also the research agenda. One interviewee explained: 

“I would say that the industry and the business community have clearly moved 
forward in influencing the school.’’ (Cl) 

Another interviewee commented: 

“I think that the industry and the business community have more influence than 
a couple of years ago. Business practitioners are becoming members of the 
boards of universities. Maybe one can say that the scientific community has less 
influence on the business school. But I would formulate it the other way 
around: the professors here at this school had more influence on the academic 
society in Sweden than they have today.” (C6) 

One indicator of the growing influence of the business community on Swedish imiversities is 
the new reform launched by the former Swedish minister of education. In 1993, a new system 
of governance was introduced into Swedish higher education, in which the vice chancellor is 
no longer the chairman of the board of the university. Instead, external candidates, mainly 
politicians and businessmen, are appointed to serve as president of the university board. The 
idea behind this reform is 

to get some order in the academic institution, to get professors to behave 
like normal people. We are now being treated with our own medicine, with 
some sort of management thinking. So it is both very interesting to see what is 
happening now in the universities and also worrying. They [university 
leadership] now take on headhunting-habits, using consultants to find people 
who should become vice chancellors and so forth. We say it is money wasted; 
they could ask us [the professors]. We know who the people on the market are. 

In this way you would get more influence from business people.” (EE) 

Other interviewees were of the opinion that the growing dependence on financial funds and 
the increasing representation of businesspeople and government officials on the university 
board basically did not affect the school’s operations, particularly the research side. “They 
[business firms] only pay for the chairs, but in fact the professors decide who is going to be 
appointed.” (B4) Although the opinions about the degree of influence of the business 
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community on the school vary, most of the interviewees thought that the pressure to produce 
directly relevant management knowledge has not increased, at least not to the same extent as 
their counterparts in the United States. Interviewee C3 explained “I don’t feel a pressure to 
increase relevance. That’s not a pressure, it’s a choice” (C3). Interviewee C5 explained that 
there is no pressure at all to be more relevant. Another professor stated: 

“I think the impact of the business community is still limited. Of course there is 
always this expectation to solve the problems in business and so on - that exists 
also in Sweden - but I mean it’s small. People here in Sweden accept that it is 
our task to create our own research; that’s why you are appointed as a 
professor. It’s not so much determined by outside or by the business 
community, so researchers are still doing what they want to do.” (C7) 

This statement indicates that SBS seems to have little problem with worrying about research 
funding and about the relevance of their work. Interviewee C7 explained, 

“In our research institute, we do not produce knowledge that can be directly 
applied to business firms. Our institute, for instance, has a very good task. You 
probably know it: Doing research. We are not useful at all!” (Laughter) (C7) 

(2) The changing influence of the media and the new MBA program. Another major 
change currently taking place at SBS is the introduction of a new study program. As of 
summer 2004, SBS plans to provide an M.B.A. program to its students. Previously, SBS has 
only offered M.B.A. degrees within their executive education programs. The reason for 
implementing a graduate M.B.A. program at SBS comes as a surprise: “SBS wants to be 
ranked in the Financial Times. That’s the logic behind it.” (B3) A member of SBS’ university 
leadership explained: 

“You are not ranked in the M.Sc. program in Europe, for example, or in the 
world. But if you have an M.B.A, program or executive education you are 
ranked. So it’s a question of a change in demand, and it’s also related to the 
structure of the school and the interest of the school and those of the business 
community ... But our situation is that we must be ranked as the No. 1. in 
Sweden; otherwise, why should the business community pay the school for 
teaching students?” (C4) 

However, the project is highly political and not without controversy. One professor expressed 
his negative attitude to the new project as follows: 
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“Generally I think it’s stupid to copy the Anglo-American system. At the very 
least, you should think first. I am much more positive about the Bologna 
process. That would fit the SBS very well.” (C7) 

Another interviewee explained, 

“I don’t know what I should think about the M.B.A. This is an idea from the 
business community on the board. The ranking of the Financial Times is the 
kind of literature the boards understand. They read the FT, but they don’t read 
very much other literature.’’ (C6) 

Not every professor was so outspoken. The majority of the respondents tended to be rather 
discreet about this issue. Nevertheless, the general attitude toward the new project was rather 
critical, mainly because it involves a high financial risk. Three professors also worried that the 
accelerating Americanization of Swedish business education would not be beneficial for the 
school. One professor argued that once SBS introduces the M.B.A. degree into Swedish higher 
education, other Swedish universities and university colleges will follow, transforming the 
whole system into the Anglo-American model. This argument is in line with DiMaggio and 
Powell’s (1983: 153) finding that organizational elements are likely to move from central 
organizations to more peripheral organizations. 

“And then all M.B.A. programs will be ranked. So you have to work on 
rankings. And spend a lot of time on evaluations and so forth. And you need to 
publish in American journals. And that’s just a very different tradition from 
what we have here in Europe.” (C6) 

While some of the earlier statements support the notion that business professors at SBS have 
the political clout to resist increasing influences from external audiences, the discussion about 
the introduction of the M.B.A. puts the issue into another perspective. The board of SBS, 
which consists mainly of business practitioners, pushed the idea of providing an M.B.A. 
degree at SBS, while the board of professors seemed to have a critical stance toward the new 
study program. Many professors voiced concern that the project is too risky, especially 
because the success of this project is decisively influenced by the quality of student SBS can 
attract: 

“It is very important to be located in a very central and attractive place, like 
Fontainebleau or something like that. And we might not be that, I mean that’s 
one thing. And you also have to attract and screen the good students; you want 
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the students who go to institutions like Harvard or Stanford, or E^JSEAD. And if 
you can’t get these students, the program will be less interesting, I have not 
been very involved in pushing it very much in the plan. It’s really a different 
group of people. I mean I am somewhat afraid of the risks they are taking, but 
we’ll see.” (C5) 

The discussion about the advantages and disadvantages of the M.B.A. program reflects the 
divergent interests of those who are more concerned with satisfying external demands from its 
key stakeholder, the Swedish business community, and those who are more concerned about 
the consequences for the internal operations of school. Seven of eight interviewed professors 
expressed doubts, either overtly or implicitly. Only one professor, who was at that time a 
member of the university’s leadership, favored and defended the new project. That the school 
has decided to start the program in 2004, despite the serious risks involved, indicates how 
strong the pressure is to jump on the American bandwagon. The interviews also indicate that 
SBS directs its strategies and actions to leading business schools in the international 
organizational field of business schools and not to the national field of Swedish higher 
management education. 

8.3.4 Organizational Responses 

When asked how the school manages to satisfy academics’ and practitioners’ demands 
simultaneously, the majority of the professors emphasized that combining these two contexts 
would not be a difficult problem for the school. Three reasons were repeatedly given by the 
interviewees: (1) the empirical nature of Swedish management research; (2) shaping 
constituency expectations; (3) distinctiveness; and (4) loose coupling. 

(1) Empirical nature of Swedish management studies. The majority of the professors 
emphasized the interaction between academics and business practitioners has always been and 
continues to be very intense in Sweden. According to Interviewee B6, this is also the reason 
why Swedish management research is “not so much concerned with these relevance 
discussions” (B6) as opposed to their colleagues in the United States: 

“No, we don’t have these ‘relevance’ discussions! I think we were successful in 
convincing practitioners that theory is useful. And also research is very closely 
connected to practical problems.” (Cl) 

It was argued that the close interaction with the business community helps to prevent Swedish 
management scientists from doing research with no relevance to business practitioners. 
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Several interviewees stressed the good access to empirical material, which in their opinion 
enhances the interaction with practitioners, thereby enhancing the value of their research. 

“We are very closely related to business practice in the sense that we always 
have very close relationships with the firms and the state and so on. The whole 
field is very empirical. We have a very high percentage of in-depth studies in 
Swedish organizations of all kinds, which mean that we have good relations 
with them. I think that this differentiates Swedish business studies from many 
other countries.” (C7) 

Similarly, another professor argued: 

“We have fantastic empirical material - the best in the world, because we have 
access . . . you can’t do that in the United States, you can’t do that in France, 
you can’t do that in the U.K. We have an empirical opportunity that no one else 
has in the world ... We are so close to the business commimity.” (Cl) 

The interviewed professors agreed on the distinctive features of Swedish management 
research, which is mainly driven by empirical problems and is very often based on case studies 
and in-depth empirical studies. One professor said: “We simply became not scientific in the 
American or German sense. Our work is so empirical. It’s not high theory or mathematical 
models.” (B7) 

(2) Shaping constituency expectations. As in the American case, professors at SBS 
emphasize the expansion of executive education programs as a means to increase interaction 
with business practitioners, thereby satisfying demands from the business audience. During 
the 1990s, the number of executive education classes and M.B.A. programs for executives 
increased significantly. In 2002, the turnover was around 40 million Euro, and thus constitutes 
a major share (almost 50%) of the school’s total revenues (SBS University Report 2002). 

But in contrast to the official description of executive education at the American case 
business school, which is to “offer leading-edge solutions to more than 8,000 executives, 
the Swedish approach to executive education seems to be somewhat different. Interviewee B7 
stated that the first thing he declares in the beginning of a new course is that his class is not of 
immediate relevance for practitioners: 

“When I teach executives, the first thing I do is to tell them I have no idea how 
to solve their problems. I don’t want to take their jobs. How could I know their 



103 



ABS University Homepage; 2003-10-1 1 




202 



Organizational Responses to Institutional Pressures 



specialty? But I can explain the theory about things, you know. And they like 
that. They like this. These theories make you understand better what’s going on. 

And that’s all I say. And they like that. I tell them that they cannot obtain 
practical solutions for their problems in my class. We simply don’t market 
executive education like *Well, here we have the solution.’ Not at all. I think in 
the United States something went wrong there. They expect the business 
schools to solve their problems [Laughter].” (C7) 

This statement indicates that interviewee C7 tries to influence values and belief about the 
purpose and functions of higher management education. This organizational response 
corresponds to Oliver’s (1991) manipulation strategy. The manipulation of belief systems is 
reflected in the effort to influence managers’ perceptions of what a professor can do and what 
he cannot. For example, interviewee C7 stated that it is impossible for him to solve the 
managers’ problems and to offer simple solutions for their problems in business life. Thereby, 
SBS can strategically influence the standards by which the school is evaluated. It seems that 
the school does not raise the expectation that attending an executive education class directly 
leads to substantial improvements of business performance, but that it helps to broaden the 
managers’ perspectives on their businesses and problems. In this respect, Swedish executive 
education differs from ABS’ approach. While the online course description of ABS’ executive 
programs raise the expectation that the skills managers will obtain during attendance will 
“substantially improve the productivity of their businesses and create value,”*'” the self- 
description of SBS’ executive classes, as reflected in the above statement, stresses a broad 
approach to management education, which creates an indirect benefit for managers. It needs to 
be kept in mind that SBS does not face serious competitors in the Swedish market for 
executive education, while ABS is operating in a highly competitive management education 
market. American business schools are therefore forced to claim their educational products to 
have immediate value to business. 

(3) Distinctiveness. Another reason that SBS seems to have fewer difficulties in satisfying 
diverse sets of stakeholder demands simultaneously may be attributed to the special position 
of the school in the Swedish market for higher management education. In fact, the selected 
school enjoys an outstanding position in the Swedish field of higher management education. It 
has one the most challenging admission requirements, and its faculty is composed of the most 
outstanding researchers in the country. In addition, the school has produced a number of 
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world-famous researchers, which may have further reinforced the unique standing of the 
school in Sweden. One professor stated: 

“We are ‘over-reputated’. I think we should give other Swedish higher- 
education institutions some of our resources. We just have too much of them 
while the other school lack resources almost everywhere.” (C7) 

The national business school rankings also indicate that the school is the most admired 
business school in the country. The very high reputation of SBS enhances SBS’ 
trustworthiness (Williamson 1991) and helps to reduce demands from external stakeholders. 
SBS’ position in Sweden differs considerably from the American case, because in the 
organizational field of American business schools, several top-tier business schools coexist. In 
Sweden, however, SBS is by far the most visible and reputable business school, and it is likely 
that this outstanding position enhances the school’s credibility and authority, thereby 
protecting the school, at least partially, from external interventions. 

(4) Loose coupling. The Swedish case business school falls between the American case, 
which is situated probably in the most volatile and fragmented environment of the selected 
cases, and the German case, which is located in a rather quiet and coherent environment. In 
institutional environments with inconsistent demands, organizations tend to elevate the 
importance of their buffering functions. Those structural features that deal directly with the 
external environment and that are directly visible to outside stakeholders tend to adjust more 
easily than the operating core, in which instructions and research are “produced.” 

To maintain stability in an increasingly uncertain and uncontrollable business school 
environment, SBS also constructed and maintained buffering mechanisms to help protect the 
technical core, where the teaching and research is produced, from external influences. Several 
initiatives have been launched on the level of the formal structures so as to better meet student 
and constituency demands. During the 1990s, SBS established a new career center, a unit for 
pedagogy and communication, launched a personal skills program, appointed a dean of the 
Master of Science program, established a computerized student administrative system, and 
created a new virtual program with a top tier Business School from Switzerland (SBS 
University Report 1999: 48). In addition, substantial investments were made in the 
technological equipment of the school, e.g. 200 laptop computers and stationary PCs are 
available for students for loan, buildings and lecture halls were modernized, and new 
partnerships were established. 
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The operating core of the school has seen fewer changes on the activity structure during the 
last years and even decades. As in the two other cases, the professors stated that the criteria for 
appointment basically have not changed, and if they have, they have become increasingly 
directed toward academic merits in recent decades. ‘T don’t think that they changed very 
much. I think they still emphasize the scientific merits, how much you have published, the 
type of research you have done.” (B7) One professor also pointed out that teaching, and 
sometimes practical experience is given more weight in appointment decisions. 

“Today, one sometimes finds practical experience in the advertisements of 
professorial chairs, for example in entrepreneurship, and that is where it would 
be interesting if you also have some experience in running a business. So, 
practical experience is sometimes also listed in the advertisements. But 
teaching, definitely, you have to have excellent teaching qualifications.” (C2) 

Although the advertisements often announce that teaching and research is given equal weight 
in the appointment decision, in fact the evaluation committee for appointing professors at SBS 
gives more or less total priority to the academic merits. 

“Well, you can never really evaluate the quality of teaching. If someone is a 
really talented teacher, you cannot see that in their documents. But on the 
scientific side, that’s much clearer. Therefore we base our decision actually 
solely on research performance.” (C6) 

This has been pointed out by the majority of the professors who agreed that research is the top 
priority: “Basically, we hire good researchers and we expect them to be good teachers as 
well.” (Cl) 

Some answers indicate that despite the increasing market orientation (reflected in the 
discussions about better meeting student demands, the introduction of the M.B.A. program, 
acquisition of ever-increasing amounts of private funds, and increasing provision of executive 
education), it seems that the permanent faculty has become increasingly scientific. Since the 
1990s, several professors observe an increasing pressure to publish in international, and in 
particular in American research journals: “Here at the school it is very very important to 
publish in the best journals in the world. This means basically that you publish in American 
journals.” (B4) Similar to GBS, the business professors at SBS work under the same roof as 
the economists. This may have driven the school to become more scientific: 

“What’s happening in the economics field is a big influence. The scientific 
level has increased over the years too, and this means that there is more 
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emphasis on scientific values. Accompanying this is a strong focus on 
publication. This also means that there is less emphasis in that sense on 
relevance. You can get a professorship without being relevant, but you cannot 
become professor without publications in A-joumals.” (C3) 

It is interesting to note that despite the growing concern for student satisfaction and private 
funding, the operating core of SBS seems to have moved in the opposite direction and has 
become even more scientific. But as interviewee B7 explained, “that’s nothing we present to 
the outside...” 

“We use a lot of theory in our Master’s courses; much more than, for example, 

2 years ago. It is really becoming more scientific here. And I don’t think 
anybody outside the school knows anything about that. That’s nothing we 
present to the outside world. That’s hard to present, you know. Now we are 
becoming more theoretical and so on. Well, you should rather say we are very 
useful for Swedish business and so on and not go into these details.” (C7) 

This statement suggests that, like in the American case, SBS tends to obscure its operating 
core, which seems to be increasingly scientific, from external expectations and demands for 
relevance and currency. SBS’ professors are well aware that one cannot communicate to 
outside stakeholders that they become increasingly theoretical. Instead, the professors need to 
“market” their classes somewhat more in line with the market and avoid the “t-word,” theory. 
Some interviewees (C2, C3) also reported that students display a decreasing tolerance for 
theory. Two professors explained that they have to spend considerable time in explaining why 
a particular theory is useful to learn: 

“Sometimes I have problems convincing my students that theory is useful. 
Students are very practical. That has changed in my opinion. Every time I give 
a lecture I have to justify and answer questions asking ‘is this really useful?’ ” 

(C2) 

This account indicates that also Swedish business schools are increasingly pressured to spend 
more time on instruction methods and better align their teaching and research activities with 
the needs of the students and business community. An increasing focus on science could result 
in a loss of cultural and financial support, which is why professors avoid presenting their 
growing focus on science and theory to the outside. 

As was the case at ABS and to a lesser degree in the German case, three professors 
explained that SBS is satisfying constituency demands via work specialization among faculty 
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members. Like at ABS, some professors at SBS stress teaching, whereas others only do 
research: 

“Some of us are closer to the business community; some of us are far removed 
from it. Some produce articles for scientific journals and others do more 
practical research . . . We have both sides. Some go in one direction and others 
in another. That’s how you are dealing with that,” (Cl) 

Another professor, using neo-institutional vocabulary, explained: 

“We send some people to the practitioners, and they tell them their stories . . . 
you talk to the business community with the kind of language which they 
understand, that you are excellent and they don’t care very much about what 
scientific articles are about. And then you can work with the academic 
community and continue working on papers and articles on whatever you want 
to as long as they get published. That’s the way we handle this here at our 
school, by decoupling.” (C6) 

Only one professor emphasized that addressing academic and practical demands 
simultaneously is unproblematic: 

“Our people are very good at relating to what they are doing research about - 
even when it’s theoretical it is very close to the reality. What we are teaching 
here can be used by the students in their Jobs later on. They get top positions, 
and we have rigor, a strong research base for what we are teaching. We are able 
to mix them.” (C4) 

This professor who belonged to the university leadership during the data collection process 
deviated from the other answers. He emphasized that being an outstanding scholar can easily 
be reconciled with being practically relevant, while the other interviewees either implicitly or 
explicitly stated that there is indeed a conflict when satisfying both worlds. The differing 
opinions can perhaps be attributed to the different positions and frames of reference of the 
interviewees. On the one hand, SBS’ academics are mainly concerned with attention to 
standards of research. On the other hand, university leadership is less immediately concerned 
with research and more concerned with creating an image of the school that fits the 
expectations of its main stakeholders. It is understandable that professors, who operate at the 
organizational periphery in close contact with outside constituencies, need to present the 
school in a most favorable light in order to secure funding and legitimacy to SBS. 
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In contrast, the majority of the professors interviewed at SBS primarily concern themselves 
with scholarship. At least this was how the majority of the interviewed professors presented 
themselves: “We have the best researchers of Sweden” (B6), or “We are over-reputated, 
because we have the best research faculty in Sweden.” (B7) Unlike the position of a university 
president, SBS’ full professors are located at the “organizational core” of the university, better 
buffered from the demands of external constituencies. 

SBS can be thought of as a hybrid of the two other cases. While the American case is 
exposed to the most challenging environment with strong pressures for practical relevance on 
the one hand while being paid for scientific productivity on the other, the GBS-faculty is 
essentially buffered from demands for immediate practitioner orientation. The Swedish 
business school is located in an environment where the pressure for relevance is not as distinct 
as in the United States but is stronger than in Germany. The reasons are twofold. First, SBS is 
mainly financed by private companies and executive education, which increases the pressure 
for practical relevance. Second, the board of directors is mainly composed of representatives 
from the business community and the government, possibly increasing pressure for the school 
to be relevant. 

On the other hand, the school takes a very special position within Swedish higher management 
education. As s private and very selective institution, the school enjoys an above-average 
degree of trustworthiness and greater latitude for action. While there are several top-tier 
business schools that all compete for the best students and faculty members in the United 
States, there is no comparable institution in Sweden. This very special setting in which SBS is 
located and the high distinctiveness of the school probably help to buffer the school from 
external conflicts or even manipulate external expectations. This is supported by the work of 
Thompson (1963: 193) who notes that an organization with a high degree of distinctiveness, 
eliteness, or prestige in relation to its environment is likely to enjoy appreciation, respect, and 
awe from its environment, thereby reducing conflicting demands or pressures. 




9 Comparing and Learning from the Three Case Study Business Schools 

9.1 External Pressures 

The empirical evidence suggests that business schools live in increasingly uncertain and 
uncontrollable environments. New forces for change, e.g. declining public funding and greater 
dependence on private funds, growing importance of media rankings, increasing pressures for 
managerial relevance and to deliver “useful” and applicable knowledge, redefining students as 
“customers” while simultaneously publishing in internationally recognized A-joumals, have 
arrived at the doorsteps of the three case study organizations (see also Wilms and Zell 2002). 
Depending on the particular national context of higher education and the type of institution 
(e.g. private versus public university), the three case study organizations face pressures from 
different groups of constituencies as well as to a different extent. Table 22 systematizes the 
current changes in the institutional environment of the examined schools of business as 
perceived by the interviewees. 



Table 22; Current Changes in the Institutional Environment 





American Case Business 
School 


German Case Business 
School 


Swedish Case Business 
School 


Changes in the influence 
of the media (Business 
School Ranking 


(+) 


(0) 


(+) 


Changes in the influence 
of the business 
community 


(+) 


(0) 


(+) 


Changes in the influence 
of the students 


(+) 


(0) 


(0) 


Changes in the influence 
of the scientific 
community 


(0) 


(+) 


(+) 


Changes in the influence 
of the state 


(-) 


(+) 


(-) 


Alliances and 
partnerships 


(+) 

i 


(0) 


(+) 



Source: Own 



The American case business school is exposed to the most challenging environment, with 
many inconsistent demands from a wide range of constituencies. Due to the dependence on 
private funding as well as the increasing financial reliance on executive education, but also 
because of the fact that an advice-giving culture is institutionalized particularly at American 
business schools (e.g. through executive education and professional degrees such as the 
M.B.A.), the interviewees from ABS perceived the strongest pressure from the world of 
practice. Business practitioners as well as students expect faculty to better align their research 
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projects with practitioner’s needs and demand faculty to place more emphasis on teaching. 
Additional changes are being driven by increasing student tuitions, which results in changes in 
student expectations of their education. As a consequence of higher student tuitions, students 
have been encouraged to demand more value for their invested money. The effect is that 
students are increasingly defined as customer. This shift, however, has had a positive effect on 
the efforts to improve the quality of teaching. Finally, competition has intensified among 
American business schools since the first Business Week rankings were published. This year, 
ABS lost its place among the top three US business schools, adding to pressure on the 
university leadership and the faculty to be more concerned with the needs of their 
“customers.” 

In contrast, the German case business school operates in a more straightforward 
environment, where stakeholder groups are less divergent and external demands easier 
foreseeable. The strategic direction of the GBS-faculty is strongly shaped by the policies 
determined by the ministry and the government. It is almost exclusively financed by the state, 
and the impact of business practitioners has been perceived as rather weak. Correspondingly, 
GBS is protected relatively well from contradictory demands of the external environment. 
Nevertheless, the difficult financial situation piles on immense pressures on the school’s 
leadership, and mirroring the changes in many European higher-education systems today 
indicates that more fundamental changes and higher uncertainty in the German business 
school environment can be expected. The major force shaping GBS is a relative decrease in 
state funds relative to the incoming student body. Since the 1970s, the number of students has 
increased dramatically, without essentially adapting the faculty body. As a consequence, the 
perceived workload of the interviewees increased significantly while the quality of the study 
conditions decreased. In contrast to ABS and SBS, the German case is not systematically 
active in the “advice-giving” context. The interviews also revealed that the conflict perception 
and attitudes of faculty members of the GBS is not as distinctive as that of the ABS-faculty, 
which has a longer history of being confronted with the dilemma of dealing with the two 
distinct sets of demands. As in the Swedish case, the interviewees at ABS perceived a growing 
pressure to publish in internationally recognized journals. 

Over the past decade, the Swedish case organization has been buffeted by two main forces. 
One major environmental challenge was driven by financial shortages caused by the economic 
downturn and decreasing stock prices. In addition to financial cutbacks, the interviewees 
perceived a trend to publish in international, mainly American research journals, which has a 
lasting impact on the Swedish publication tradition. SBS’ faculty also perceived a growing 
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importance of the media rankings. This is reflected in the creation of the M.B.A. program, 
which is a response to the desire of being ranked in the Financial Times. While the research 
faculty seems to be rather skeptical towards this new initiative, SBS’ university leadership 
clearly favors the M.B.A degree program. Furthermore, some indications were found that the 
school has to cope with a growing impact from the corporate world, among other reasons due 
an increasing representation of business practitioners on the board of the school. Nevertheless, 
because of different cultural norms and educational traditions, students and executives do not 
expect, at least not to the same extent as at ABS, knowledge to be delivered that can be 
directly transformed into vocational skills. 

9.2 Organizational Responses 

A variety of strategic responses were identified, reaching from rather passive forms of 
institutional adjustment to more active forms of strategic change. Acquiescing, e.g. in the form 
of habit, imitate, or comply, was observed in each case-study business school. Particularly 
European business schools are currently imitating American educational innovations and 
formal structures such as study programs. Master’s and Bachelor’s degrees, or human resource 
policies (e.g. performance-based compensation). The selected American business school 
complied with stakeholder demands by improving teaching quality, introducing a platform for 
facilitating knowledge transfer between academia and practice and by investing large amounts 
of money into the technical infrastructure and the learning facilities for their students. 

Clearly, the more passive organizational responses dominated all three case business 
schools. However, describing the case study organizations as mere adjustors to an externally 
constrained environment is not sufficient. There were also indications supporting the notion of 
ignoring institutional demands. Dismissing or ignoring institutional rules is more likely to 
occur when the dependence on specific constituencies is perceived to be low. For example, the 
German business school can to some extent ignore student and business recruiters’ demands, 
because the school depends little on their resource contributions. 

Manipulation is the most active form of response to institutional pressures, because it is 
intended to actively change constituency expectations. Some indications were found that SBS 
attempted to actively shape or manipulate the demands of its external constituencies by 
persuading students and executives to give up their image of a direct transfer of academic into 
problem solving skills. In this respect, some faculty members attempted to shape the frames of 
reference and belief systems of important constituencies. This strategy is easier to employ in 
Sweden, because there, the highly selective SBS is one of the few private institutions of higher 
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education in Sweden and faces practically no serious competitive pressine. This strengthens 
the school’s position and gives SBS a lot of freedom to partially deviate from its constituency 
expectations. However, the more SBS faces international competition, the more difficult it 
becomes to shape external constituency expectations. This view is supported by the fact that 
the endeavor to be ranked in the Financial Times is accompanied by conflicting adaptations 
that partially contradict the self-image of the SBS. 

The selected U.S. institution manipulated, together with other leading American business 
schools the standards of the AACSB. When this accreditation agency became increasingly 
controlling, top-tier business schools resisted adherence to the strict standards of the AACSB. 
Because the agency did not want to lose these important institutions, the AACSB adapted its 
standards and transformed its accreditation procedure into the so-called mission-based 
accreditation process. 

Another very widespread organizational response revealed in the previous analysis 
corresponds to Oliver’s (1991) avoidance strategy. The empirical evidence suggests that each 
of the three case study organizations constructed and maintained mechanisms that buffered 
their internal work activities from external changes. Two levels of buffering could be 
distinguished in the case business schools: on a vertical level, the formal structure is 
decoupled from the activity structure. This type of decoupling is emphasized by most 
institutional theorists. Second, on a horizontal level, i.e. on the level of the activity structure, 
the academic culture can be decoupled from the advice-giving culture. In the three selected 
cases, different degrees of coupling could be detected. It was proposed that the more the 
university is expected to correspond to the image of a “knowledge factory,” the more likely it 
is that the university will decouple its formal structure from its activity structures. This pattern 
was found in all three case studies, albeit to a different extent. 

The German business school decoupled its organizational core only to a small extent, 
because the external demands were not so dynamic that the academic core needed to be 
buffered by a protective belt. The GBS-Faculty referred to the long research tradition of the 
department and was little afraid to be branded as “ivory tower.” In the case of the German 
business school, decoupling takes merely place between the formal and the activity structure, 
because an advice-giving culture hardly exists, GBS confronts practical issues in a less 
formalized manner and by partly “ritually” referring to the An-lnstitutes. The old An-Institutes 
serve as a good means to meet external demands for combining research with relevance. Two 
of the An-Institutes could be uncovered as pure cost centers, while the other units are mainly 
used as a platform to acquire research funds and interact with practitioners. The An-Institutes 
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are particularly important for the external image of the school. While the American case 
business school recruits a work force specialized on dealing with executives and M.B.A. 
students (e.g. adjunct faculty and business practitioners), GBS does not systematically hire 
personnel specialized on practical matters with the exception of some guest speaker that 
occasionally supplements lectures with their personal experiences. Instead, these institutes are 
usually managed by the associated chairholder. Overall, the integration of practical issues into 
the daily work activities and procedures of the selected German case remains opaque. 

Although GBS basically lacks an advice-giving culture, there are some indications that 
decoupling also takes place on the level of the activity structure. Some statements indicated 
that it is problematic to combine the research context with the teaching context. One 
interviewee argued that his research is more or less disconnected from his teaching activities, 
and it seems that this decoupling becomes even more apparent as the pressure to publish in 
internationally recognized research journals grows. 

However, the tendency to decouple the formal from the activity structure and the teaching 
from the research context seems to be not that distinctive in the German case as in the other 
two business schools. Due to a lack of organizational slack, full-professors basically cannot 
choose between a focus on research or teaching. The faculty body is rather small relative to 
the student body, and the scope for dividing different academic tasks among faculty members 
is much more limited. Nevertheless, as public funds decline and reliance on private funds 
increases, it is likely that pressure for managerial relevance will also increase within the 
German context of higher management education. 

At the Swedish case business school, decoupling can be observed between the formal and 
the activity structure. One example is that despite significant changes in the formal structures 
(e.g. a growing specialization of curricula and designations of academic chairs that signal 
relevance and currency to students and sponsoring firms), the basic operations of the schools 
have essentially not been affected. This is reflected in the fact that the criteria for evaluating 
and promoting research faculty have basically not changed over the last three decades. Some 
professors even argued that the school has become more scientific, despite the seemingly 
growing influence from outside constituencies. The Swedish case business school also 
developed an advice-giving culture, which is, on the level of the activity structure, partly 
decoupled from the academic culture. The degree of decoupling is however reduced, because 
SBS does not simply adapt to external demands. 

Decoupling can be observed at all investigated business schools, but in particular at the 
selected American business school. This school can be described as an absolute decoupling- 
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specialist. American business schools have long been expected to correspond to the image of 
the “knowledge factory.’’ At ABS, routines and structures had already been established, which 
helped to decouple formal and activity structure as well as academic and advice-giving 
culture. This routinized dealing with internal conflicts and external demands. 

The separation of the academic and the advice-giving culture is fueled by the growing 
representation of adjunct faculty, which is recruited solely for teaching purposes and which 
takes over a large share of the teaching load, particularly in the executive and M.B.A. classes, 
where the pressure for relevance is highest. The case analysis revealed the tendency that an 
unofficial division of labor prevails at ABS, which gives faculty some freedom to decide 
whether they want to be more active in the academic or more active in the “advice-giving” 
context. 

Figure 20: Creation of Professorships at the Three Case Study Business Schools 




Source: Own; compiled from University Course Books and Bulletins 

The American case business school is better able to protect its operating or technical core from 
external influence by maintaining an opaqueness of products they provide to students and 
executives. Due to organizational slack (e.g. the size of the faculty body, see Figure 20) in 
comparison to the other two case organizations, it remains largely opaque to outside 
stakeholders how the products offered to them are actually processed. The overall reputation 
and the prestige of the school is largely dependent on the quality of the faculty body, and 
ABS, as well as the other two cases, have tried to raise their prestige by obtaining top research 
faculty. The high prestige of ABS’ tenured faculty permeates the whole school with an aura of 





Comparing and Learning from the Three Case Study Business Schools 



215 



“brain power” and creates certain trustworthiness in the quality of the school's output. It also 
helps to redirect the attention from the fact that it is not always the researcher who is teaching. 

The well buffered academic core assists the school in developing and maintaining a high 
academic reputation. Simultaneously, ABS also produces an image of a knowledge factory, 
because it has created an advice-giving culture that has little direct influence on the academic 
culture. In other words, ABS’ formal structure corresponds to the image of the knowledge 
factory, but in contrast to this image, the school does not mix the academic with the advice- 
giving culture. Therefore, ABS is able to combine a high academic reputation with the image 
of a knowledge factory and to attain a maximum of cultural support. This also helps to explain 
why ABS is ranked among the highest schools from a very different set of stakeholders, 
including students, recruiters and researches, because the school is able to satisfy the demands 
from a wide range of different demands via constituency specialization among faculty. The 
different organizational responses of the case study business schools are summarized in Table 



23. 

Table 23: Organizational Responses of Selected Case Study Business Schools 



Business School 


ABS 


GBS 


SBS 


Strategies 








Acquiesce 








Compromise 








Avoid 


✓ 






Defy 








Manipulate 









Source: Own 



The American case seemed to be most adaptive, followed by the Swedish business school. The 
selected German institution tends to be, at least in comparison to the two other cases, more 
inert and resistant to change, which is also attributable to the fact that the school is the only 
public institution investigated here and that its most powerful and influencing stakeholder is 
the state or the ministry of education respectively. The environment of GBS can therefore be 
characterized as less fragmented than the two private cases, which both decisively depend on 
the financial and cultural support of private endowers and corporations. Furthermore, the 
strategic scope for action is more limited in the German case, as important decisions and 
policies cannot be determined by the university itself but instead depend on governmental 
regulations. 
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This chapter reported the findings of three case studies on institutional pressures on business 
schools and their organizational responses to the perceived challenges. Educational systems 
are well known for their propensity to adopt, but not to implement, structural innovations 
(Scott and Deal 1983). An enormous amount of innovation in the U.S. and the Swedish 
institution goes on as the schools use new technologies, create new positions, and change 
curricula. ABS attempted to signal practical relevance by organizing conferences, hiring 
adjunct faculty with excellent teaching skills, creating new research centers (e.g. a new ethics 
center) and programs (e.g. a new Ph.D. program in business ethics). SBS added new chairs 
with rather practical designations to the business administration faculty, integrated the M.B.A. 
degree, and expanded the provision of executive education. The GBS-faculty, although not 
strongly exposed to pressures for relevance, referred to their An-Institutes, which helped the 
school manage constituency impressions. 

The schools of business investigated in this study can be interpreted on two different levels: 
the formal organizational structures, which tend to be easily adaptable and can be structured to 
chase opportunity, much like fast moving corporations. On the second level lies the 
organizational core of the business school, which is buttressed by traditions of academic 
freedom and “organizational sagas” and is designed to not change easily with the times. At 
ABS and to some extent at SBS, this organizational core consists of an academic and an 
advice-giving culture, although the former is the dominant culture and basically imprints the 
activity structure of the tenured faculty. Advice-giving activities are instead located at the 
organizational periphery. The German business school was basically shaped by an academic 
culture, while demands for practical relevance could be satisfied by referring to the An- 
Institutes, which could partly be revealed as a facade of rationality (e.g. the Institute for 
Automation Research). 

As Baldridge (1983: 368) noted, such structures, or myths of rationality, are in fact very 
important for educational institutions. Myths, rituals, ceremonies, shared values, and beliefs 
are central to the creation and maintenance of a believable fiction, or mythology. In loosely 
coupled organizations, where goals are elusive and procedures are unclear, faith and belief 
play an important role. Hence, reforms, fashionable management techniques, degrees, 
positions, metaphors establish shared beliefs and restore confidence and support among key 
constituencies (Deal and Huguenin 1978). 

Decoupling has often been interpreted as an indication of organizational weakness and 
ineffectiveness (e.g. Lutz 1982). From an institutional perspective, however, decoupling can 
be interpreted as a process by which the business school retains its strength. When new 
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metaphors arise, e.g. the metaphor of a “knowledge factory,” and become legitimized in the 
business school environment, they are formally incorporated, but the incorporation need not be 
accompanied by changes in the activity structure. This is also a reason why universities could 
manage to survive and flourish over centuries (see Box 14). 

Box 14: Long-Levity of University Institutions 

The Carnegie Council for Policy Studies (1980) has pointed out that if one takes the year 1530 as a 
starting point (the year the Lutheran church was founded), there are 66 institutions that existed then in 
the Western World and that still exist today in a recognizable form. They are the Catholic and the 
Lutheran Churches, the Parliaments of Iceland and the Isle of Man, and 62 universities. The 
Commission concluded: 

“Universities in the past have been remarkable for their historic continuity, and we may 
expect this same characteristic in the future. They have experienced wars, revolutions and 
depressions, and industrial transformations, and have come out less changed than almost 
any other segment of their societies.” (Carnegie Council for Policy Studies, 1980: 9) 

This remarkable resiliency on the part of at least some universities indicates that the organizational 
structures of higher-education institutions are much more adaptive than are traditional bureaucracies 
and hierarchical systems. That is, they are loosely coupled (Weick 1976), fluid systems (Cohen and 
March 1974) that have a great capacity to survive environmental disruptions. 105 
Source: Adapted from Cameron and Whetten (1984: 31). 



Academic institutions are not only characterized by their long levity but also by their fast growth: Weingart 
(2003: 36) observed that science is probably the fastest growing institution in die world. Since the emergence 
of the first scientific journal in 1665 (the Philosophical Transactions of the Londoner Royal Society), the 
number of scientific journals grew to approximately between 40,000 and 1 00,000. Moreover, between 80 and 
90% of the scientists that have ever existed, live today. 




10 Implications 

10.1 Implications for the Management of Business Schools 

10.1.1 On the Myth of Leading American Business Schools 

Looking at the demands of students, business recruiters, the business press or at governmental 
requirements, it seems to be clear in which direction business schools ought to go. All 
indications are that the image of the knowledge factory needs to be realized by higher 
management education institutions (e.g. Trank and Rynes 2003, Czamiawska and Genell 
2002), and American business schools provide the role model. In many European higher- 
education systems, the highly visible top-tier American research universities with their large 
financial endowments and high reputation are currently perceived to be the most successful 
and *‘rational” form of higher management education and have become a new basis of 
legitimacy. As more participants in the organizational field of business schools incorporate 
American educational “panaceas,” they achieve the myth-like attributes of widespread and 
uncritical adoption that compel further adoption. In this respect, the internationalization of the 
organizational field of business schools reinforces the demands and expectations of external 
constituencies to correspond to the image of the knowledge factory. 

However, the case study revealed that the American case business school, one of the most 
visible players in the organizational field of business schools, is surrounded by a facade of 
rationality that does not fully correspond to the internal activity structure. The internal conflict 
management routines are hidden behind this facade. The school has developed a complex 
division of labor, in which the academic core is partially decoupled from the more visible 
formal structures. The frictions between the external and internal image are not presented to 
the outside because business schools attain legitimacy by corresponding to the image of the 
“knowledge factory” in which academic knowledge is directly processed into educational 
“products” and consulting services. Sufficient organizational slackness helps ABS to appear 
well integrated, “rational,” and effective. Empirical indications were found that on the level of 
the activity structure, ABS has split into two camps: one camp of advice givers with little or 
no academic credentials, and another camp of researchers. Similar tendencies have been 
reported for UCLA (Wilms and Zell 2002: 219) UCLA, for Stanford (March 1997) , and for 
Carnegie Mellon (Simon 1976/1997), 

Considering the widespread assumption that American business schools such as Harvard or 
the case business school provide an ideal example for designing institutions of higher 
education, the findings of this study should give us pause. It cannot be assumed that imitating 
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the formal structures results directly into deep organizational change. It seems more 
reasonable that imitating only the external image or the formal structures of the knowledge 
factory may even threaten the business school’s legitimacy. The imitating school may not be 
aware that the success of leading American business schools is only partly dependent on the 
external image, while the internal activity structure, which is basically imprinted by an 
academic culture, is well buffered from outside expectations. Thus, when business schools 
shift too many resources to imitating formal organizational structures, the school may not 
sufficiently protect the academic culture. 

Furthermore, there is a serious risk that the role of science is misjudged. Under these 
circumstances, it is possible to create a situation like that business schools went through 
during the 1950s in the United States, when business education “was irrelevant to most 
students, to employers, and to society” (Howell 1984: 9; cited in Schmotter 2000). At that 
time, the typical American business school was criticized because of its narrowness, trivial 
and highly specialized course contents, the low quality of the student and faculty body, and its 
lack of a scientific ftmdament. Although business education was characterized by a strong 
practical orientation, it did not lead to practitioner satisfaction. Instead, it can be suggested that 
less research eventually results in less qualified teachers, a smaller stock of knowledge, and a 
less qualified body of students. In combination with acceptance problems from other 
disciplines that still exist today (for example, during the case studies, one sociology professor 
suggested that the business school is only tolerated because they raise money for the school), 
the improvement of business school scholarship is of central importance for the legitimacy of 
business schools. 

It is also questionable to shift massive resources toward changes that merely create the 
image of an academic knowledge transfer without friction, because these resources cannot be 
invested in pedagogical and academic progress (Gioia and Corley 2002). It is furthermore 
comparatively easy to build the formal features of a knowledge factory (e.g. mission 
statements, integration of guest speakers from the world of practice, practitioner-oriented 
designations of academic chairs). As a consequence, low-ranked business schools have little 
difficulties in creating the image of the knowledge factory. But ABS’ competitive advantage 
lies in another area, “inside the knowledge factory,” which is less visible to the outside: a 
strong academic culture, protected by a routinized conflict management that does not become 
threatened when creating the image of a knowledge factory to the outside. 

This study has shown that the relationship between the generation of academic knowledge 
and its utilization in teaching or consulting seems to be much more indirect and complex than 
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is assumed by outside constituencies. This creates a tension that has been seldom addressed in 
business schools, let alone in the literature on reforming higher-education institutions. Conflict 
in organizations is usually considered as something to be eliminated. Organizational 
researchers often advise that organizations should avoid conflict and to smooth them over if 
they occur or at least conceal them from the outside world. However, this conflict needs to be 
made visible and manageable — at least inside the business school. As Muller-Boling (1998: 
239) notes, university leaders will have to turn into conflict management and the management 
of borderlines, which addresses the schools’ inherent conflict and dilemma in the absence of 
any viable and lasting solution. 

A possible strategy to deal with these inconsistent demands could be to create a culture 
within the school that does not follow the image presented to the outside. For example, within 
the business school, students are not defined as customers and it is not assumed that academic 
management knowledge is directly transferable to consulting services. In other words, the 
external image, although an important source of legitimacy, should not be used as a frame of 
reference for the internal activity structure. An atmosphere could be created within the 
business school that tackles these fundamental contradictions and that allows faculty members 
to deal with the inconsistent norms in a more open manner. Similar patterns were observed at 
the U.S. business school, which sometimes addressed demands for currency and practical 
relevance merely on the level of talk, while the activity structure was basically imprinted by 
science. 

It is important to distinguish between an external and an internal image of business schools. 
Otherwise, business schools may run the risk of chasing a myth rather than attaining 
legitimacy in the long run. This may indeed appear rather counterintuitive at first sight. In 
order to manage the frictions between the external expectations and the internal work 
processes it may be even necessary to institutionalize routines for organizational hypocrisy. Of 
course, hypocrisy often has a pejorative connotation. Usually, the “dark side” of hypocrisy is 
moved into the foreground (Brunsson 2003). But Brunsson (2003) also emphasizes that 
hypocrisy has also another side, particularly in an organizational context. Organizations such 
as business schools that are exposed to a variety of inconsistent expectations sometimes have 
to separate talk and action in order to secure their survival. Only a certain independence from 
contradictory, external demands has allowed business schools to become institutions in 
modem societies. From an historical perspective, it is clear that business schools, like any 
other university organization, have social value, just because they are to a certain extent 
autonomous (Stichweh 1994, Luhmann 1994). In this light, hypocrisy is not necessarily a 
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pejorative term, but an organizational strategy that helps business schools to fulfill their 
functions. 

In this work, the conflicts of managing inconsistent demands have been moved to the 
foreground while the notion of a direct utilization of academic knowledge via advice-giving 
activities has been pushed to the background. This does not imply that the two cultures have 
no value for each other. As March and Sutton (1997) note, they can enter into a symbiotic 
relationship. Although many interviewees rejected the idea of the knowledge factory and a 
linear transfer of academic management knowledge into practice, there was no consensus as to 
how these two cultures could fertilize each other. It seemed that each professor has found his 
own answers on this relationship. How this symbiotic relationship could be developed is 
therefore subject to debate. 

10.1.2 The Importance of Academic Reputation 

The development of an effective academic culture is also crucial for attaining legitimacy in the 
long run, even if it is not so visible to the outside. The empirical study as well as the 
theoretical considerations herein revealed that academic reputation is the most important 
factor for the activity structure and the positioning in the status hierarchy of business schools. 
Chapter 4.3 presented a theoretical explanation for this: Academic reputation is the only 
constant in the complex network of reputational indicators. Academic reputation is a 
credibility resource, helping business schools to convincingly evaluate and disseminate 
knowledge. This applies to both the interorganizational level and the intraorganizational level. 
The most renowned university is the research university (e.g. Cuban 1999, Grunig 1997), and 
reputation is associated with scientific authority, not with practically oriented education. 
Within the investigated business schools, the group of research-oriented organizational 
members dominated the school and drove its reputation. 

The current debates on the introduction of student tuition, the initiation of fees for long-time 
students, more competition among higher-education institutions, and increasing reliance on 
corporate endowments (e.g. Der Spiegel, 2004-01-12) indicate that higher education in 
countries such as Germany will not retain the high levels of state support that they have in the 
past. As a result, competition for private funds among business schools is likely to grow, and 
status hierarchies among higher-education institutions are likely to become more visible.*®^ It 
seems reasonable to suggest that in the future this hierarchy is built mainly on academic 
reputation rather than on the conformity to the image of the knowledge factory. The latter is 

The current discussion on the establishment of an “elite university” or a “German Harvard” (Leffers 2004) 

can be interpreted against this background. 
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becoming more important, but due to the fact that the external image is easy to imitate, it is not 
likely to be a sufficient criterion for the establishment of a stable status hierarchy. 

This view is supported by the large-scale survey of college freshmen conducted by Sax et al. 
(1995). They found that “college has a very good academic reputation” was the answer most 
frequently selected by the respondents (62.8%). The second most popular reason was “college 
graduates get good jobs” (52.2%), followed by “college graduates gain admission to leading 
graduate/professional schools” (33.9%). This result indicates that schools possessing a good 
academic reputation are the ones that are considered the most desirable among students and 
that academic reputation plays a dominant role in the selection of universities for students. 
Although among business school constituencies the view often prevails that academic research 
is irrelevant to business practitioners and students, the research outcomes often leads to grater 
academic reputation and also student satisfaction. This paradoxical situation, dissatisfaction 
concurrent with a positive attitude towards the institution, has often been neglected in research 
as well as current higher-education policy discussions. 

10. 1 .3 Management Tools 

In the United States and in Europe, many business schools are attempting to meet the current 
challenges by implementing management concepts originally developed for private enterprises 
(Robken 2002). Such techniques, e.g. total quality management, knowledge management, 
balanced scorecard, or mission statements grew out of work in the private sector that were 
aimed at helping businesses to understand their market and use resources strategically to 
achieve the intended goals and objectives. Indeed, it seems reasonable to suppose that business 
schools utilize the approaches they teach for their own institution. Quite obviously, the efforts 
to make business schools better controllable using management techniques fits very well to the 
notion of the knowledge factory and should be interpreted against this backdrop. 

Management techniques, which are sometimes also referred to as management fashions, 
because they come and go like fashions (Abrahamson 1996, 1991, Bimbaum 2000), can be 
considered an organizational response to external demands. The preceding analysis called 
attention to some features of academic institutions, which are incompatible with fashionable 
management techniques that are based on a synoptic-rational planning model. Although the 
range of management fashions is very broad, they are based on the assumption that top 
management can effectively implement these concepts, which can then be used to control and 
direct all organizational activities toward a conunon set of organizational goals (e.g. Kieser 



These results are summarized in Grunig (1997: 46). 
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1996, 1997, Watson 1994), Academic institutions, however, are professional bureaucracies 
(Mintzberg and Quinn 1998) that are characterized by a high degree of organizational 
fragmentation and loosely coupled subunits. Top-down management instruments may 
therefore not deliver the intended results. As reforms projects are carried out, organizational 
members are often surprised by the outcome, because not much has changed. By 1970s, 
organizational researchers had already pointed out that planning concepts following a 
synoptic-rational logic rarely work when they are applied to higher education (e.g. Wilms and 
Zell 2002). However, even today, reform projects are still sometimes based on the view that 
universities function like an hierarchical, tightly coupled corporate enterprise (e.g. Bimbaum 
2000). A former editor of Planning in Higher Education wrote in 1997: 

“In the past dozen years, hundreds of the 3,500 colleges and universities in the 
United States have launched efforts at strategic planning... These hundreds of 
efforts have had mixed success. A few institutions transformed themselves 
dramatically. Others have been able to make important changes in parts of their 
operation... But many institutions have stumbled, dissolved into controversy, or 
lost their nerve” (Rowley et al. 1997). 

Similarly, one dean, who perceived this mismatch, stated: ‘T see planning as an expanding 
bureaucracy, of very little assistance to me but capable of creating several structures of 
bullshit that I have to cope with” (cited after Wilms and Zell 2002: 13). Following the work of 
Mintzberg and Quinn (1998) on professional bureaucracies, change in universities does not 
take place by announcing new reforms. Rather, change in higher-education institutions is a 
slow process of changing the professionals, changing 1) the criteria for evaluation; 2) the 
guidelines for who can enter the faculty; and 3) the values, norms, and knowledge they obtain 
in their academic career. Traditional management concepts cannot easily be reconciled with 
the functioning and underlying value systems of academic institutions. Trying to enforce 
change in universities, according to Hardy et al. (1984), is like “trying to fit the square pegs of 
planning into the round holes of the [university] organization.” 

Against this backdrop, the current attempts in Germany and other countries to achieve 
fundamental change in educational institutions by applying business approaches and 
managerial fads needs to be reconsidered. Implementing such techniques is most likely to 
result in symbolic accomplishments, which, as some researchers have pointed out, may 
sometimes prove beneficial for the organization. Brunsson and Olsen (1999) argue that 
symbolic changes can entertain organizational members and they can help the organization to 
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renew the confidence and trustworthiness of the university, because it shows that it is at least 
trying to improve its operations. Furthermore, management techniques can have a number of 
latent functions (e.g. uncertainty absorption, motivation of employees, see Nicolai and Rdbken 
2002). The implementation of such techniques may also help the organization attain 
legitimacy, because universities can create the image of a rational and effectively managed 
“knowledge factory.” The disadvantage is that correspondence to the image of the knowledge 
factory via habit strengthens the factory metaphor and reinforces external expectations. Instead 
of improving the school’s processes and educational processes, the business school may run 
the risk of promoting cynical cultures by implementing such techniques. It is important to note 
that this argument mainly concerns the academic side of business schools. Other parts of the 
school, such as the administration, seem to be indeed more appropriate fields for applying 
management techniques. 

10.2 Implications for Science Policy 

This study also has implications for higher education and science policy. The results of the 
theoretical and empirical analyses show that many discussions, including higher-education 
policy discussions, focus on an unsuitable image of the university. During the 1960s and 
1970s, science policy debates concentrated on the dangers connected with the 
instrumentalization of universities and scientific knowledge for economic, societal, and 
political aims. Today, an interesting shift back can be observed, as science policy debates in 
the late 20th century increasingly urge universities to orient their research more strongly 
toward the needs of the economy and society (Weingart 2003: 104). Paradoxically, the debate 
about the instrumentalization of university research during the 1970s may have even 
reinforced the expectation of generating and disseminating directly applicable, vocational 
knowledge, because the critics implicitly assumed that instrumentalization of scientific 
knowledge is possible, albeit not desirable. This could be one reason why the image of the 
knowledge factory is so alive in the current phase of stakeholderism. With respect to business 
schools, the central question is therefore not whether business schools should be 
instrumentalized, but whether they can be instrumentalized. 

Furthermore, science policy makers who merely concentrate on establishing structures 
addressing issues perceived as current and immediately relevant may foster the building of a 
“roof without a house.” This phenomenon was observed in the case of entrepreneurship. 
Despite the current rush to establish professorships for entrepreneurships at German 
universities, this subject still lacks an theoretical basis and a shared paradigm among 
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researchers (Bygrave and Hofer 1991). The empirical data support the view that 
entrepreneurship can better be described as fashion, and it is not too pessimistic to argue that 
this field may disappear before an adequate scientific fundament is developed (see also 
Achleitner 2003). 

The phenomenon of building a roof without a house is also reflected in the increasing 
specialization of study programs, academic chairs, and curricula, in particular at universities of 
applied science (see Table 8). The increasing specializations of study programs such as 
“Business Administration in International Entrepreneurship” or “Intercultural Work and 
Conflict Management” are obviously derived from practical fields that are contemporarily 
perceived as relevant. The problem is that these specialized practical fields withdraw from the 
building of new academic disciplines. These study programs reflect the task structure of the 
business community and not the academic division of labor. Since there is no academic 
discourse on “Intercultural Work and Conflict Management,” it remains unclear which role 
science plays in these specialized study programs. In addition, it is not very likely that a highly 
specialized academic field can attract a sufficient number of qualified applicants for highly 
specialized positions or professorships. Business schools that create very specialized, 
practically oriented positions may therefore face difficulties in recruiting qualified and 
reputable academic staff, which in turn, affects the reputation of the business school as a 
whole. 

Some authors argue that an interdisciplinary approach to higher management education 
would help overcome this problem. The basic idea is that the task structure and problem 
definitions are adopted from the business community, or from broader society, and academics 
pursue a demand-driven approach of science; that is, they take pieces of knowledge from 
different disciplines, integrate, and use them to solve the practical, externally defined 
problems. Thus, calls for direct relevance and interdisciplinarity go hand in hand. 
Consequently, it is not surprising that the image of the knowledge factory is also connected 
with the call for more interdisciplinarity. This is one explanation for the current “hype” 
(Knights and Wilmott 1997) or the “science policy fashion” (Weingart 2002) of 
interdisciplinarity. However, there is a wide gap between the popularity of the concept of 
interdisciplinarity (or transdisciplinarity or multidisciplinarity) on the one hand and the 
disciplinary division of labor on the other. In other words, the “interdiseiplinarity-hype” seems 
to be at least to some extent another example of separating talk and action. The findings of this 
study help to interpret this phenomenon. The calls for interdisciplinarity correspond to the 
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image of the knowledge factory. Different academic disciplines are treated as different parts of 
an academic “value chain.” 

For example, an academic chair in a field that is believed to be of high practical importance 
(e.g. a chair in European Media Management) suggests that the chairholder collects 
knowledge from diverse fields (e.g. legal aspects of media, management, European law, 
geography, etc.) in order to solve the practical problems of the respective field in an 
interdisciplinary manner. However, it is unlikely that this external picture corresponds to the 
internal activity structure, for several reasons. First, it is difficult to integrate the different 
disciplines as is suggested by the “value-chain model” For example, the problems of 
incommensurable paradigms impedes an amalgamation of different fields of knowledge. 
Second, academic disciplines are not a tool kit to be easily applied to practical problems; i.e. 
the difficulties of deducing instrumental knowledge from the academic discourse is not 
restricted to management studies. Third, scholars strive for publication in prestigious journals, 
which are almost exclusively organized around the traditional disciplines (see also Chapter 

8.1.3 and Appendix D). The holder of a highly specialized chair who tries to align his 
activities with his formal chair designation will run the danger of losing his academic 
credentials. Thus, science policy makers who urge business schools toward greater 
interdisciplinarity may only promote decoupling in business schools or may cause business 
schools to completely abandon their research function. 

Science policy makers need to take into account that they not only influence the direction of 
the business schools’ development, but they may also affect also the survival likelihood of 
business schools in the long run. If business schools drift too far into practical fields, there is a 
serious risk that business schools lose their identity as an academic institution and with it the 
authority to educate future business leaders. Under these circumstances, higher management 
education would slide into a legitimacy crisis, because substitutes could serve this purpose 
better (e.g. corporate universities, vocational education). It is also possible that business 
schools without a (basic) research function will cease to exist and that established disciplines 
will gain prominence (for example, journalists do not study journalism but legal studies, and 
the vocational aspects are provided by a low-cost institution). 

10.3 Theoretical Implications 

10.3.1 Internationalization as Source of Deinstitutionalization 

Although this study focused mainly on analyzing organizational change in business schools, 
the findings also add to the further development of neo-institutional theory. For example, this 
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study has helped improve understanding of how processes of deinstitutionalization occur and 
why specific taken-for-granted understandings lose their stability. This is an important aspect, 
since the vast majority of the existing neo-institutional theory has focused on the processes of 
institutionalization. The processes that lead to breaking taken-for-granted norms, i,e. 
deinstitutionalization, are virtually ignored (Davis et. al 1994), 

The analyses of business schools showed that internationalization can be an important 
driving force of deinstitutionalization. Along with the increasing orientation of German 
business schools toward American institutions of higher education, the reservations about 
institutionalized organizational patterns and routines, e.g. the one-tier system, Ph.D, programs, 
the organization of the Mittelbau, or student tuitions, are growing. Organizational elements 
that have previously been taken-for-granted over decades or even centuries are about to 
become deinstitutionalized. If alternatives to an institutionalized practice become visible 
through international comparison, the stability of the institution diminishes. In other words, 
when an organizational field becomes internationalized, it comes to a “clash of institutions.” 

It is interesting to note that at least in the case of business schools, this destabilizing effect 
of internationalization is unidirectional, i.e. from the American schools to the German. The 
case interviews revealed no evidence that the American business schools are influenced by 
German or other European countries. Looked at in a historical perspective, the direction of 
influence has been reversed during the 19th and the early 20th century. At that time, the 
German research university was an exemplar for numerous European and non-European 
higher education systems. The integration of research and education within the organizational 
framework of the research university has been copied from the German system into the 
American and the Swedish higher-education systems. That a shift in international orientation 
is perhaps the most important source of deinstitutionalization was also seen in the Swedish 
case. The more fundamental forms of organizational change in Swedish higher management 
education can be traced back to the reorientation from the German model toward a more 
Americanized model of business schools and academic business studies. 

10.3.2 Different Forms of Decoupling 

The empirical analysis revealed that the concept of decoupling has some limitations when it 
comes to analyzing change in professional organizations. In order to capture the organizational 
characteristics of academic institutions, it is necessary to distinguish different patterns of 
coupling and to expand the theory on decoupling. This study showed that two forms of 
decoupling should be distinguished: On a vertical level, business schools decouple their 
formal structure from the activity structure, and on a horizontal level, decoupling phenomena 
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occur on the level of the activity structure. Empirical indications were found that on the level 
of the activity structure, ABS partly separated the academic culture from the “advice giving” 
culture. Neo-institutional theorists have mainly focused on decoupling processes between 
formal and activity structure, while decoupling processes on the level of the activity structure 
itself have largely been neglected. This is not surprising, since formal structures are easier to 
observe and analyze than deviating activity structures. Due to its implicit, value-laden nature, 
the activity structures were characterized as organizational subcultures. Research on 
organizational cultures has shown how difficult it is to discern such phenomena empirically. 
Nevertheless, the findings of this study show that decoupling on a horizontal level can also be 
a significant concept which should receive more attention from neo-institutional theorists. 




Part IV: Conclusion 



11 Conclusion 

This chapter summarizes the key findings of this study. Although the findings do not deliver 
optimal strategies for the management of business schools, they challenge some widespread 
assumptions about these institutions and need to be considered when initiating organizational 
change in business schools. 

(1) The establishment of business schools was initially not associated with the expectation 
that science can provide recipes for solving problems in management practice. Business 
schools and scholars have indeed become scientific, but this has not resulted in the provision 
of vocational skills. Even now, the direct applicability of academic management knowledge 
needs to be called into question. 

(2) From an historical perspective, the expectations of business-school constituencies 
have changed considerably. Roughly since the 1980s, business schools have entered a phase 
that can be called stakeholderism, in which the impact of a variety of external stakeholders on 
business schools is more powerful than ever. One reason for this is that the notion of a 
“business-school-as-knowledge factory” seems entrenched in current higher-education 
discourse and has become a shared belief within society. 

(3) Although business schools seem to be a major success story of late 20th-century higher 
education, they are less protected from processes of deinstitutionalization than other 
professional schools. In contrast to professional fields, such as medicine or law, management 
is not protected by professional structures, such as explicit membership rules. Except for an 
academic career in business administration, an academic degree in business administration is 
not imperative for a specific occupation. Without this basis in a professional structure, 
business schools are indeed more vulnerable when the shared beliefs of important stakeholders 
change. It is, for example, very well possible that the belief in the necessity or benefit of 
business schools will diminish as fast as it increased during the 1980s. 

(4) Although academic management knowledge cannot directly be transferred into 
vocational skills, it is one of the two main pillars of business-school legitimacy. The 
institutionalization and scientification of business schools go hand in hand. Status hierarchies 
among business schools are still largely determined by academic reputation. 
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(5) The second pillar of business school legitimacy is conformity to external expectations. 
This means that in the phase of stakeholderism business schools that create the image of a 
“knowledge factory” attain legitimacy and secure their survival. 

(6) Both pillars of legitimacy are involved in a conflictual relationship. Business schools 
aligning their activity structure with the fulfillment of external expectations risk a diminished 
academic reputation, and business schools orienting their activities to the scientific community 
jeopardize the image of the knowledge factory. 

(7) Leading business schools, especially in the United States, respond to this conflict by 
decoupling the formal structure from the activity structure and the academic culture from the 
advice-giving culture. 

(8) The organizational field of business schools is increasingly becoming internationalized. 
Top-tier American business schools serve as a role model, and business schools in many 
countries imitate them. 

(9) There is a high probability that the imitating business schools only adopt the visible 
features of the American business schools and not their internal procedures of conflictual 
management. 

These conclusions are based on both the theoretical considerations of neo-institutionalism 
and the conducted empirical studies. It should be noted that these empirical studies did have 
some limitations. The empirical investigation focused on three top-tier business schools, 
which cannot be considered as “typical” universities in their respective national contexts. The 
findings may therefore not generalize to all business schools in their national higher-education 
system. However, following the work of the neo-institutionalists on isomorphic processes, it 
can be expected that changes in these highly visible, successful institutions will also have 
consequences for the entire organizational field of business schools in the particular country 
(DiMaggio and Powell 1983). 

One limitation is that only full professors were interviewed. It is very well possible that the 
viewpoints from adjimct professors, docents, or other academic staff may differ substantially 
from the results presented here. In addition, the present investigation did not include the voices 
of external stakeholders such as the business community, students, government agencies, or 
the media. Future studies should include these stakeholder groups to analyze whether 
differences in perception exist. 

Another limitation concerns the validity of interviews, which may be constrained by factors 
affecting the responses of interviewees. The interview results could have been distorted, as it 
is difficult to distinguish whether the interviewer was regarded as a researcher or as an 
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external stakeholder by the interviewees. However, the author found some indications that the 
interviewees answered the questions in an “academic mode,” For example, the interview 
statements were seldom opportune and sometimes contradicted the external image of the 
school. Indeed, it seemed that most researchers were guided by the scientific ethos described 
by Merton (1969, 1973), thus providing very valuable data from “inside the knowledge 
factory.” 

The interview questions focused on how the business school is and not how it should be. 
The empirical data therefore helped to increase understanding how business schools have 
attained legitimacy in the past. The American case was very successful in decoupling. This 
organizational response, however, does not necessarily secure success and survival in the 
future. A weakness of the decoupling strategy is that it becomes increasingly unclear whether 
and to what extent the academic and the advice-giving culture are relevant to one another. This 
leads to the contacts between the cultures gradually diminishing. The consequence is that the 
“semipermeable membrane” (March and Sutton 1997) develops into a completely 
impermeable membrane. This seems to be problematic insofar as it becomes increasingly 
unclear how the academic and the advice-giving culture can engage in a symbiotic 
relationship.’^® 

Although the loose coupling between the two contexts seems deeply entrenched in many 
business schools, it is neither the only nor the most favorable answer to challenges in the 
business school environment. An important step in shifting the agenda may be to 
systematically shape the external expectations and modify the image of the business school as 
“knowledge factory.” If business schools are able to reshape the belief that academic research 
results in vocational knowledge, it would be possible to move the rather indirect benefit of 
academic management knowledge to the foreground. In contrast to highly specific, vocational 
knowledge, academic knowledge is less vulnerable to obsolescence. More abstract knowledge 
endows business school graduates with the abilities to operate in a wide range of different 
contexts over time, thus enhancing their employment mobility, and to redefine organizational 
reality itself (Trank and Rynes 2003: 202). Inside the business school, this could have the 
effect that the academic culture is no longer decoupled from the advice-giving culture, thereby 
facilitating the symbiotic relationship between the two cultures. The question of how this 
symbiotic relationship can be cultivated is perhaps one of the most important challenges of 
leading business schools in the future. 

A symbiotic relationship means that the advice-giving culture is more than a mere source of financial 
resources for the academic culture and that the academic culture is more than merely imparting the advice- 
giving culture with academic reputation. 
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Appendix A: 

List of Early Adopters of Entrepreneurship Professorships 
in the United States 



Year of 
Foundation 


University 


Further 

Information 


Reputational 

Rank'** 


1963 


Georgia State University 


Free Enterprise 


41 


1970 


MIT 


Related Field 


13 


1975 


Campbell University 


Related Field 




1976 


Ohio State University 
St. Mary’s University 


E-ship 

Free Enterprise 


18 


1978 


Baylor University (2) 
Wichita University 
Babson College 


Free Enterprise 
Free Enterprise 
E-ship 




1979 


Purdue University 
Hillsdale College 
Baylor University (2) 
St. Mary’s University 


Related Field 
Free Enterprise 
Related Field 
Free Enterprise 


32 


1980 


Seattle Pacific University 
Troy State University 
University of Idaho 


E-ship 

Free Enterprise 
Related Field 




1981 


College of St.Thomas 
Loyola University of Chicago 
University of Virginia 


E-ship 

Free Enterprise 
Free Enterprise 




1982 


Harvard 


E-ship 


9 




Cornell 


E-ship 


17 




University Of Illinois At Chicago 
University of Mississippi 


E-ship 

Free Enterprise 


14 




University of Texas at Austin (2) 


E-ship 


8 


1983 


Harvard 


E-ship 


9 




Wharton 


E-ship 


1 




University of Texas at Austin (2) 


E/F 


8 


1984 


University of Texas at Austin 
Baylor 


Free Enterprise 
E-ship 


8 


1985 


Babson College 
Baldwin Wallace College 
Virginia Polytechnic University 
College of the Ozarks 
Yale 


E-ship 

Free Enterprise 

E-ship 

E/F 

E/F 






Iowa State 


Related Field 


31 



109 



Based on the ranking of Trieschmann et al. (2000) 




266 



Appendix 



1986 


3 X Harvard 

University of Southern California 
University of Miami 
Carnegie Mellon, 

Washington & Jefferson College 

Middle Tennessee State University 

James Madison University 

Beloit College 

Berry College 

George Mason University 


E-ship 

E-ship 

Free Enterprise 
E-ship 

Free Enterprise 
Free Enterprise 
E-ship 
E-ship 

Free Enterprise 
Related Field 


9 

12 

24 


1987 


University of Southern California 


E-ship 


12 




University of Northern Iowa 


E-ship 






Northwestern 


E-ship 


10 




University of Maryland 


E/F 


44 




University of Minnesota 


E-ship 


7 




Rutgers University 


E-ship 


34 




New York University 


E-ship 


4 




Youngstown State University 


E-ship 






Belmont College 


E-ship 






Baylor University 


E-ship 






Doane College 


Free Enterprise 




1988 


Louisiana State University, 


E-ship 


47 




University of Mississippi 


E-ship 






University of Mississippi 


Free Enterprise 






Catawba College 


E-ship 






Farleigh Dickinson University, 


E-ship 






Sierra Nevada College 


E/F 






Memphis State University 


Free Enterprise 






James Madison University 


E-ship 






Marquette University 


E-ship 




1989 


University Of Wisconsin at Madison 


E-ship 


20 




University of Miami 


E-ship 






UoC-Irvine 


E/F 


39 


1990 


St. Louis 


E-ship 






Wake Forest University 


E-ship 




Start of these 


Dartmouth 


Related Field 


43 


positions not 


Columbia 


Related Field 


6 


clear, either 


New Mexico 


E-ship 




in or before 


Santa Clara 


E-ship 




1990 


Trinity 


E/F 






Tampa 


Free Enterprise 






Central Florida 


E/F 






Georgia State 


Related Field 


41 




De Paul 


E-ship 






Hillsdale 


Free Enterprise 






Minnesota 


Related Field 






New Hampshire 


E-ship 






Oral Roberts University 


Free Enterprise 






Oklahoma 


E/F 






Rice 


E-ship 






Tulsa 


E-ship 






Tennessee — Chatanooga (2) 


Free Enterprise 






Tennessee — Martin 


Free Enterprise 






Wisconsin — ^Whitewater 


E-ship 






W isconsin — Milwaiikee 


Related Field 





Source: Adapted from Katz (1991a) 
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Appendix B: 

Development of Entrepreneurship Professorships in Germany 



Year of 
Creation 


University 


University of Applied Science 


1998 


European Business School 




1999 


Technische Universitat Dresden 
Technische Hochschule Karlsruhe 
Universitat Wuppertal 


Fachhochschule Schmalkalden 
2x Fachhochschule Gelsenkirchen 
Fachhochschule Stuttgart 
Fachhochschule Koblenz Remagen 
Fachhochschule Deggendorf 


2000 


Universitat Munster 
Wissenschaftliche Hochschule fur 
Untemehmensfuhrung (WHU) 
Technische Universitat Chemnitz 
Femuniversitat Hagen 
Universitat Magdeburg 


Fachhochschule Giessen-Friedberg 
Fachhochschule Erfurt 
Fachhochschule fiir Okonomie und 
Management Essen 
Fachhochschule Bochum 
Fachhochschule Mainz 


2001 


Handelshochschule Leipzig 
Technische Universitat Miinchen 
Universitat Wuppertal 
Universitat Kassel (bisher nur 
Honorarprofessur) 


Fachhochschule Ingolstadt 
Fachhochschule f. Wirtschaft Berlin 
Fachhochschule 
des Mittelstandes Bielefeld 


2002 


Technische Universitat Darmstadt 
Universitat Liineburg 


Fachhochschule Aalen 
Fachhochschule Deggendorf 
BiTS Iserlohn 
Fachhochschule Koblenz 
Fachhochschule Koln 
Fachhochschule Liibeck 
Fachhochschule Potsdam 
Fachhochschule Wurzburg 


2003 


Technische Universitat Ilmenau 


Intemat. Hochschule Bruchsal 
Fachhochschule Eberswalde 
2x Fachhochschule Miinchen 
Fachhochschule Wismar 
Private Fachhochschule Gottingen 
Fachhochschule Regensburg 


Verfahren 
noch nicht 
abgeschlossen 


Universitat Mannheim (bisher nur 
Honorarprofessur) 

Universitat Potsdam 
Universitat Stuttgart 






1 8 (20 inklusive Honorarprofessur) 


29 



Source; Based on Klandt and Knaup (2002) 
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Appendix C: 

Development of Entrepreneurship Professorships in Sweden 



Year of 
Foundation 


University 


Type of 
Position 


Further 

Information 


Reputational 

Rank"® 


1989 


Lund University 


Professorship 


E-ship and Business 
Development 


3 


between 

1989-1996 


Umea University 


Professorship 


Small Business and 

Regional 

Development 


7 


between 

1990-1995 


Swedish University 
of Agricultural 
Studies in Uppsala 


Professorship 


Small Business 
Development 


10 


1996 


Linkoping 

University 


Research Center 


Centre for 
Innovation and 
Entrepreneurship 


6 


1996 


Jonkoping 
International 
Business School 


Professorship 


Professor for 
Business 

Administration and 
E-ship 


8 


1996 


Uppsala University 


Research Center 


Centre for 
Entrepreneurship 


4 


1997 


SSES: Stockholm 
School of 
Entrepreneurship 


Training Center for Students of the 
Royal Institute of Technology (KTH), 
the Stockholm School of Economics 
(SSE), Karolinska Institute (KI) and 
the University College of Arts, Crafts 
and Design (Konstfaek), the leading 
universities in Technology, 
Economics, Medicine and Design in 
Stockholm. 




1998 


University of 
Gothenburg 


Research 

Program 


Accounting and E- 
ship 


2 


1998 


Stockholm 

University 


Teaching 

Programs 


Innovation and 
Entrepreneurship 


5 


1999 


HOgskola at 
Halmstad 


Professorship 


Business 

Administration and 
Entrepreneurship 


15 


2000 


University of Vaxjo 


Professorship 


Entrepreneurship 
and Business 
Development 


14 


2001 


SSE 


Professorship 


Chair of 

Entrepreneurship 
and Business 
Creation 


1 



Source: based on Johannisson/Landstrom 1997; supplemented with data from the internet 



Ranking based on Ekelund (2003) 
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Appendix D: 

Categorization of Top Management Journals 



Rank 


Abbreviated 
Journal Title 


2002 

Total Cites 


Impact 

Factor 


2002 

Articles 


Cited 

Half-life 


Category 


1 


ACAD MANAGE 
REV 


4517 


3.699 


26 


9.9 


g 


2 


STRATEGIC 
MANAGE J 


4676 


3.092 


69 


8.7 


f 


3 


SLOAN MANAGE 
REV 


1303 


3.036 


0 


8.3 




4 


MIS QUART 


1741 


2.872 


21 


9.1 


f 


5 


ADMIN SCI 
QUART 


4713 


2.630 


17 


>10.0 


f 


6 


ACAD MANAGE J 


5213 


2.544 


70 


9.0 


g 


7 


JCONSUM RES 


3659 


2.307 


39 


>10.0 


f 


8 


J MARKETING 


3966 


2.294 


29 


>10.0 


f 


9 


HARVARD BUS 
REV 


3849 


2.028 


116 


>10.0 


g 


10 


MARKET SCI 


1147 


1.938 


23 


9.2 


f 


11 


J ACAD MARKET 
SCI 


755 


1.932 


33 


5.7 


f 


12 


J MARKETING 
RES 


3614 


1.823 


37 


>10.0 


f 


13 


HUM RESOURCE 
MANAGE 


809 


1.788 


28 


7.6 


f 


14 


J MANAGE 


1717 


1.744 


36 


9.6 


g 


15 


JBUS 


1326 


1.727 


24 


>10.0 


g 


16 


LEADERSHIP 

QUART 


426 


1.634 


34 


6.2 


f 


17 


RES POLICY 


1646 


1.631 


82 


7.5 


0 


18 


ORGAN SCI 


2169 


1.605 


43 


7.7 


f 


19 


ORGAN BEHAV 
HUM DEC 


3143 


1.556 


55 


>10.0 


f 


20 


INT J ELECTRON 
COMM 


301 


1.543 


23 


4.4 


b 


21 


J INT BUS STUD 


1653 


1.460 


43 


9.3 


g 


22 


MANAGE SCI 


6497 


1.349 


104 


>10.0 


f 


23 


INFORM MANAGE- 
AMSTER 


713 


1.299 


46 


6.4 


0 


24 


J INFORM 
TECHNOL 


201 


1.268 


21 


4.6 


0 


25 


J ORGAN BEHAV 
MANAGE 


' 

190 


1.267 




7.3 


f 


26 


JPRODINNOVAT 

MANAG 


827 


1.250 


28 


8.3 


f 


27 


ORGAN STUD 


837 


1.227 


24 


7.3 


f 
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28 


INURES MARK 


361 


1.188 


22 


7.0 


f 


29 


J ENVIRON ECON 
MANAG 


1254 


U14 


52 


8.3 


0 


30 


J RETAILING 


812 


L085 


18 


>10.0 


b 


31 


NEW TECH WORK 
EMPLOY 


97 


1.083 


15 




f 


32 


J MANAGE 
INFORM SYST 


100 


1.043 


36 


2.5 


f 


33 


HUM RELAT 


1909 


1.042 


50 


>10.0 


f 


34 


J COMMON MARK 
STUD 


419 


1.000 


55 


4.7 


f 


35 


CALIF MANAGE 
REV 


1050 


0.982 


27 


6.8 


g 


36 


BUS HIST 


136 


0.932 


19 


6.6 


0 


37 


MIT SLOAN 
MANAGE REV 


30 


0.900 


31 






38 


ACAD MANAGE 
EXEC 


617 


0.881 


38 


7.3 


g 


39 


J MANAGE STUD 


970 


0.856 


48 


9.5 


g 


40 


AM BUS LAW J 


94 


0.853 


10 




f 



Legend: 

F Functional 

G General 

O Others (inclusive branch) 



Source: Social Science Citation Index ; ISI Web of Science 
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Appendix E: 

Categorization of Professorships 



1 . American Case Business School 



Content 

Division of Labor 


Business 


Non-Business 


Practical (or Branch) 


8 


9 


Academic (or Functional) 


7 


7 



2. German Case Business School 



Content 

Division of Labor 


Business 


Non-Business 


Practical (or Branch) 


8 


0 


Academic (or Functional) 


9 


0 



3. Swedish Case Business School 



Content 

Division of Labor 


Business 


Non-Business 


Practical (or Branch) 


1 


0 


Academic (or Functional) 


19 


1 




